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(Dollars in Millions Except Per Share and Hourly Amounts) 1985 1984 1983 What Happened to the Revenue 


eee eenereeeeeeeeeeeeeeeeeeeeeeeeeeeeee SSS SSS 
Sales and Revenues GM Received During 1985 
United States operations 


Automotive products $84,377.0 $73,053.1 $63,665.0 woth 
Nonautomotive products 2,266.6 2,107.6 1,670.3 
Defense 15755 P2277 826.8 
Computer systems services (since October 18, 1984) 879.4 148.7 = Suppliers 
Total United States operations 89,098.5 76,632.1 66,162.1 52.5% 
Canadian operations 13,7783 12,581.6 11,232.4 Employes 
Overseas operations 12,461.0 11,345.5 EE sy) 
Elimination of interarea sales and revenues (_18,966.1) (_16,669.3) (_14,768.4) eee 
Total $96,371.7 $83,889.9 $74,581.6 
Worldwide Factory Sales of Cars and Trucks 
(units in thousands) 9,305 8,256 7,769 
Net Income 
Amount $ 3,999.0 $4516.5  $ 3,730.2 Tee Oe 
As a percent of sales and revenues 4.1% 5.4% 5.0% 
As a percent of stockholders’ equity 13.5% 18.7% 18.0% Dear AY 
Earnings attributable to: en pre ep nS G 
$1-2/3 par value common stock $ 3,883.6 $ 4,498.3 S871 73. é 
Class E common stock (issued in 1984) $ 103.8 Bes oo — Use in the Business 2.5% 
Earnings per share attributable to: 
$1-2/3 par value common stock $12.28 $14.27 $11.84 
Class Reena stock (issued in 1984)* $1.57 $0.16 a SUE 
Cash dividends per share of common stocks: 
$1-2/3 par value common $5.00** $4.75*** $2.80 
Class E common (issued in 1984)* $0.195 $0.045 — 
— 
United States, foreign and other income taxes $ 1,630.3 $ 1,805.1 $72:223:8 1 Highlights 
Other taxes (principally payroll and property taxes) 3,185.6 3,572.4 2,675:3 | 95 Letter to Stockhold ore 
Total $ 4,815.9 $ 5,377.5 $ 4,899.6 4 Review of Operations 
Taxes per share of $1-2/3 par value common stock $14.43 $16.98 $15.61 iOeeoninan cone Motes 
Investment as of December 31 14 Financial Review 
Cash and marketable securities $ 5,114.4 $ 8,567.4 $ 6,216.9 | 17 Electronic Data Systems Operations 
Working capital Se Ab es) $ 6,276.7 $ 5,890.8 21 GM Hughes Electronics Operations 
Stockholders’ equity $29,524.7 $24,214.3 $20,766.6 | 56 Goncolidatecieinancicicistermenic 
Book value per share of common stocks: ; 
$1-2/3 Sean common $79.13 $72.16 $64.88 a ees: i ee evil 
Class E common (issued in 1984)* $20.34 $18.04 _ AEN IBNEE Wass ale: 6d 
Class H common (issued in December 1985) $39.76 — _ | 39 Supplementary Information 
ee 41 Effects of Inflation on Financial Data 
Number of Stockholders as of December 31 42 Board of Directors 
(in thousands) 5 
$1-2/3 par value common and preferred D2%, 957 998 oe pa id SAUEA SEI 
Class E common 482 623 = ; 
Chetan 592 _ | 44 Stockholder Information 


Worldwide Employment (including financing 


and insurance subsidiaries, but excluding Cover 


Hughes Aircraft Company) ' 
Average number of employes (in thousands) 811 748 691 cca aN pean alte aati 
Total payrolls (including profit sharing) $25,639.1 $22,505.4 $19,605.3 maintain its position as the world’s preemi- 
Total cost of an hour worked—U.S. hourly employes $23.40 $22.60 221808) ont manufacturing enterprise. The cover 
Earnings and earnings per share attributable to common stocks have been restated to reflect the Class E common stock illustration shows the totally redesigned 
amendment approved by the stockholders in December 1985. 1986 Cad illac Eldorado and some key 
*Adjusted to reflect the two-for-one stock split in the form of a 100% stock dividend distributed on June 10, 1985. organizational elements of the new GM. 


**In addition, in December 1985 holders of $1-2/3 par value common stock received a dividend of one share of 
Class H common stock for every 20 shares of $1-2/3 par value common stock held. 

***In addition, in December 1984 holders of $1-2/3 par value common stock received a dividend of one share of 
Class E common stock for every 20 shares of $1-2/3 par value common stock held. 


LETTER TO STOCKHOLDERS 


General Motors, nite Vi Ce sae 


Finishing strong, General Motors marked 1985 as another year 
of significant accomplishment. Sales and revenues of $96.4 
billion set a record for the third successive year, enabling GM 
to regain its worldwide sales leadership among industrial 
organizations, and net income of $4.0 billion was exceeded 
only in 1984. The fourth quarter of 1985 was the year’s 
best quarter, bringing earnings per share of $1-2/3 par value 
common stock to $12.28 for the year. 

The year ended with the acquisition of Hughes Aircraft 
Company—a development that for its long-term implications 


he year ended with the acquisition of Hughes 
Aircraft Company—a major step in preparing 
General Motors for the future. 


is as significant as the operating results. This is a major step 
in preparing General Motors for the future—reflecting and 
reinforcing the Corporation's strategic directions. 

These strategies, which the people of General Motors 
together are carrying out, are fourfold. The first is to retain GMs 
leadership in the intensely and increasingly competitive world- 
wide automotive industry by producing high-quality, high- 
value products in the variety that customers demand. The 
second is to remain a significant force in related key industries. 
The third is to continue as a high-technology enterprise 
sustaining our competitive edge into the 2lst Century. And 
undergirding these is the need to assure our stockholders an 
attractive return as a basis of their continuing support of GM’s 
programs and objectives. 


The Corporation’s acquisitions—Electronic Data Systems 
(EDS) in 1984 and now Hughes Aircraft Company, as well as 
the mortgage-servicing businesses acquired by General Motors 
Acceptance Corporation (GMAC) in 1985—apply the concept 
of synergism to these strategic directions, achieving a total 
effect greater than the sum of the separate parts. For example, 
the people at GM are experts in developing manufacturing 
systems. EDS is the world’s largest and most technically 
advanced computer-services company, expert in developing the 
software that controls automated manufacturing systems. And 
Hughes is expert in the integration of satellite communications, 
in microelectronics, and in systems engineering. The capabilities 
and experience of the EDS and Hughes people complement 
GM’s strengths, helping us create the 21st Century corporation, 
and GM’s strengths will support and enhance unfolding 
opportunities for EDS and Hughes. 

Thus, the restructuring first of our North American auto- 
motive operations and now of our expanding passenger 
car business in Europe, the creation within GM of new entities 
such as Saturn Corporation, and the acquisition of businesses 
such as EDS and Hughes Aircraft all are means to the same 
end: a more competitive General Motors, more responsive 
to its many and varied customers. 

Acquisitions add a dimension of useful diversification to 


the key is systems 
integration. In 1985, 
General Motors con- | 
tinued the integration 
of systems being devel- 
oped by EDS, the re- | 
organization of major 
operations, and aggres- | 
sive modernization 
efforts requiring over | 
$9 billion in capital | 
investment last year | SY 
alone, excluding the / 
Hughes acquisition. [oy ki: : 
An example of this PS 
modernization 1s | 
the Detroit-Ham- 
tramck Assembly “~ 
Center that is building 
the all-new 1986-model 
luxury cas introduced 
last November. And 

overseas, General Motors opened a state-of-the-art European 
Technical Center in Luxembourg. 
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Ezamings necessarily reflect the costs attributable to the pur- 


suit of GM’s strategic initiatives. Earnings also continue to be 
affected by increases in labor and material costs only partially 


recovered through price. And the favorable effect normally 


associated with higher production levels was largely offset in 


1985, particularly in the third quarter, by incentive campaigns 
that stimulated vehicle sales in the United States, but at a cost. 
In this context, 1985 results were outstanding. The decline 

in net income from $4.5 billion in 1984 in part reflected a 
one-time tax adjustment for domestic international sales corpo- 
rations that improved 1984 earnings. Worldwide sales and 


revenues of $96.4 billion in 1985 surpassed the previous high of 


he capabilities and experience of the EDS and 
Hughes people complement GM's strengths, help- 
ing us create the 21st Century corporation. 


$83.9 billion in 1984. Earnings of nonconsolidated subsidiaries 
and associates, principally reflecting record earnings of GMAC 
and its subsidiaries, totaled $1.0 billion, a 23% increase over 1984. 
Earnings of $12.28 per share on $1-2/3 par value common stock 
compared with $14.27 in 1984, which included nonrecurring 
income of $1.34 per share. In 1983, net income was $3.7 billion, 
or $11.84 per share, on sales of $74.6 billion. 

Worldwide factory sales to GM dealers in 1985 totaled 9.3 
million cars and trucks, which included record sales of 2.0 
million vehicles overseas. The worldwide total was up from 
8.3 million units sold in 1984 and 7.8 million in 1983. 


Continuing the quarterly dividend rate in effect since the 
second quarter of 1984, General Motors paid cash dividends on 
the $1-2/3 par value common stock totaling $5.00 in 1985. This 
compared with $4.75 per share paid in cash in 1984 and $2.80 
per share paid in 1983. In addition, the Board of Directors 
declared a fourth quarter dividend of one share of the new 
Class H common stock for every 20 shares of the $1-2/3 par 
value common stock outstanding, providing GM stockholders 
an immediate identification with the newly formed GM 
Hughes Electronics Corporation when the stock was distributed 
at year-end 1985. Valued at $1.94 per share, the Class H stock 
distribution resulted in a total 1985 dividend payout on the 
$1-2/3 par value common stock equivalent to $6.94 per share. 
In 1984, in addition to the cash dividends, a fourth quarter 
dividend of Class E common stock was paid on the $1-2/3 par 
value common stock. Valued at $1.90 per share, it brought 


ever before in its history has General Motors 
been more strategically positioned to achieve 
its goals. 


the total dividend payout on $1-2/3 par value common stock to 
$6.65 per share in that year. GM also paid cash dividends on 
Class E common stock of $0.195 per share in 1985 and $0.045 
per share in 1984. Earnings per share attributable to Class E 
common stock amounted to $1.57 in 1985 and $0.16 per share 
in 1984. In the aggregate, General Motors stockholders 
participated in 1985 earnings through dividends in cash and 
stock totaling $2.2 billion. 


N or have we neglected the Corporation's responsibilities 
to our employes and toward the society in which we operate. 
US. operations provided $180.3 million in profit sharing funds 
distributed among 550,000 U.S. hourly and salaried employes, 
or an average of $328 per employe. GM has paid out more than 
$780 million in profits to its U.S. employes since March 1984. 
More important, through programs in quality of work life, 
we are building a new relationship with our employes, a new 
partnership dedicated to providing the quality products and 
services that assure superior value to our customers. At the 
same time, we have demonstrated GM’s continuing commit- 
ment to equal employment opportunity by making further 
progress in hiring and advancing minorities and women. On 
the world scene, GM helped form the U. S. Corporate Council 
on South Africa, composed of chief executive officers 
of major international corporations. Its purpose is to support 
peaceful initiatives endorsed by responsible South African 
business leaders to end apartheid in that troubled country. 


Wraax about 1986? Prospects look good for the auto industry, 
and for General Motors, in our principal business and in the related 
businesses in which we compete. The industry could sell more 

than 15 million vehicles in the United States again this year, 


compared with the 
record 15.7 million cars 
and trucks sold in 1985. 
And, with greater avail- 
ability of our products, 
our goal is to increase 
the GM percentage of 
industry sales. 

Critical to our US. 
production scheduling 
and planning, however, 
is the easing of the 
onerous burden of the 
Corporate Average Fuel 
Economy (CAFE) reg- 
ulations for the 1987 
model year and beyond. 
These regulations are 
now being considered 
by the US. Depart- 
ment of Transportation. 
Much also depends eee - 
on how effectively the a all 
US. Government fal: 
fills its responsibility 
of creating an environment conducive to a strong, healthy 
national economy. 

To that end, there should be tax reform to increase the 
efficiency and equity of the tax code, and effective follow- 
through on the budget and trade deficits. Even in the short run, 
we cannot continue to bear the burden of these unprecedented 
twin deficits if we are to maintain the economy’s momentum 
and help American business compete effectively in the world 
marketplace. So the outlook for 1986 is conditioned on these 
issues being handled effectively—and promptly. 

We continue to conduct our business confidently. Never 
before in its history has General Motors been faced with 
more intense competition. But never before has your Corporation 
been more strategically positioned to achieve its goals. On 
your behalf as owners of the business, and for the satisfaction 
of the customers who depend on quality products and ser- 
vices, our task and our pledge as management is to maintain 
General Motors as the world’s leading auto company—and 
most successful manufacturing enterprise. 


CeCe 


Chairman 


SF lamethe Bical 


President 


February 3, 1986 


Reflecting sustained economic expansion 
and the industry’s continued strength, 
worldwide retail sales of General Motors 
vehicles in 1985 totaled 8.9 million units. 
This was an increase of 7% from the 1984 
total and 17% from 1983. Worldwide retail 
sales by all manufacturers” totaled approxi- 
mately 39.9 million vehicles in 1985. Fac- 
ing intensified global competition, General 
Motors accounted for 22% of this world- 
wide total, the same as in 1984. GM attained 
21% in 1983. 

Customer acceptance of ten all-new or 
completely redesigned U.S. passenger car 
models contributed to GM’s 1985 sales. 


“Estimated data exclude the Soviet Union, parts of 
Eastern Europe, and the People’s Republic of China. 
Combined vehicle sales in these areas were estimated 
to be approximately 4.5 million units in 1985. 
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These cars came from GM’s newest state- 
of-the-art Detroit-Hamtramck Assembly 
Center, from the new “Buick City” assem- 
bly complex in Flint, the recently modern- 
ized Lansing facilities, and the renovated 
Willow Run facility, all located in Michi- 
gan, and from the GM/Toyota joint-venture 
plant in Fremont, California. The chart 
below lists these vehicles and also shows 
the six GM nameplates which were among 
the industry’s ten U.S. best-sellers in 1985. 
Chevrolet Cavalier again led the list as the 
best-selling car among USS. customers. GM’s 


Oldsmobile Division had record sales for 
the third year in a row. GMC Truck & Coach 
Operation also had record sales in 1985. 


Saturn Sets Its Sites 


Saturn Corporation, added to the GM 
lineup as a new operating unit in January 
1985, soon will begin construction of its 
manufacturing and assembly complex at 
Spring Hill, Tennessee, about 30 miles south 
of Nashville. Selection of the Tennessee site, 
as well as the Michigan headquarters loca- 
tion for Saturn, was announced in July 


Chevrolet 


Pontiac Oldsmobile Buick Cadillac 
Nova Grand Am sedan Toronado Riviera Seville 
Delta 88 LeSabre Eldorado 
Calais sedan Skylark sedan 


v or Completely Redesigned G 


M Models Introduced in 1985 (U.S.) 


Cavalier (1) 
Celebrity (3) 


Caprice/Impala (7) 


Top-Selling GM Cars in 1985 (U.S.) 


Cutlass Ciera (4) 
Cutlass Supreme (10) 


Century (8) 


following a seven-month search. Saturn’s 
objective is to market vehicles developed 
and manufactured in the United States that 
are world leaders in quality, cost, and cus- 
tomer satisfaction. 

Saturn headquarters are in Troy and its 
engineering operations are in Madison 
Heights in the northern suburbs of Detroit. 
The new subsidiary expects to have up to 
1,200 employes in the Detroit area. 

Saturn’s production complex will be a 
highly integrated facility manufacturing 
high-value components such as engines 
and transmissions at the assembly site, thus 
reducing inventories and material costs. 

A first-of-its-kind labor agreement reflects 
the cooperative effort between the Saturn 
Corporation and the United Auto Workers 
to improve GM’s competitive position. The 
agreement includes permanent job security, 
fewer job classifications, and salaries instead 
of hourly wages. More importantly, the 
operating philosophy of Saturn recognizes 
that its success will depend on the involve- 
ment of all its members as part of the 


Saturn team. Saturn eventually expects 
to employ approximately 6,000 people at 
the Tennessee complex. 


GM Establishes European 
Coordinating Organization 


In January 1986, GM announced it will 
establish a European coordinating organi- 
zation to support its expanding passenger 
car business in Europe. This organization, 
to be located in Zurich, Switzerland, will 
operate under the name of General Motors 
Europe—Passenger Cars beginning in the 
spring of 1986. The new office is being estab- 
lished in response to the increased impor- 
tance and growing competitiveness of the 
European markets, in which GM’s Opel and 
Vauxhall car lines have increased their com- 
bined sales share by 25% since 1981. 

Ferdinand P. J. Beickler, formerly GM 
Vice President, Passenger Cars—Europe and 
managing director of Adam Opel AG, GM’s 
subsidiary in the Federal Republic of Ger- 
many, was named President of the new orga- 
nization. He will continue to be a Vice 


The first production cars came off the 
assembly line at the Detroit-Hamtramck 
Assembly Center in September 1985. 
Approximately 21 miles of conveyors 
move vehicles throughout the plant. At 
full production, 1,700 cars are in varying 
stages of assembly. 


Several loosely assembled subassemblies 
are precisely aligned and welded in less 
than 50 seconds by 10 electric robots 

in a single machine called Robogate. 


bY 


President of GM. John F, Smith, Jr. formerly 
President and General Manager, General 
Motors of Canada Limited, was appointed 
Executive Vice President of General Motors 
Europe—Passenger Cars in charge of oper- 


ations and engineering. He will continue 
to be a Vice President of GM. 


“GM Cars Rated Best” 


General Motors cars and their drivers 
continue to perform very favorably when 
ranked according to auto injury insurance 
claims. In 1985, for the eighth year in a 


At the Detroit-Hamtramck Assembly 
Center, a robot applies a bead of urethane 
sealer to the edge of a windshield glass 
before it is installed on a vehicle. 
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row, more GM cars appeared in the top ten 
rankings than cars of any other company, 
domestic or foreign. Findings are published 
each year by the Highway Loss Data Insti- 
tute (HLDI), a nonprofit public service 
organization associated with the Insurance 
Institute for Highway Safety. In its latest 
report HLDI ranked GM’s Oldsmobile Cus- 
tom Cruiser station wagon best among all 
the models evaluated in terms of overall 
injury claim experience. Five other Gen- 
eral Motors cars also performed “substan- 
tially better than average” and finished in 
the top group. 


Retail Sales in the United States 


The third consecutive year of economic 
expansion propelled the U.S. auto indus- 
try to record heights in 1985. Industry- 
wide retail sales of new cars and trucks in 
the United States totaled 15.7 million units, 
a 9% increase from 1984 surpassing the 
former high of 15.4 million vehicles sold 
in 1978. 

Foreign-sponsored cars and trucks 
accounted for 3.7 million units, or 24% of 
US. sales in 1985, compared with 1984 pen- 
etration of 22%. 

GM dealers sold 6.3 million new cars and 
trucks in the United States in 1985, sur- 
passing six million units for the second year 
in a row. It was the first time since the late 
70s that General Motors had attained that 
level of U.S. customer sales in successive 
years. The 1985 total, a 5% increase from the 
6.0 million units sold in 1984, consisted of 
4,7 million passenger cars, up 2% from the 
preceding year, and more than 1.6 million 


Customized GMC SAFARI VAN : 
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trucks, a 15% increase from 1984 sales. 

General Motors attained 40% of the total 
combined US. car and truck sales in 1985. 
This compared with 42% of U.S. sales the 
year before as competition intensified in 
North America. Shortages of certain pop- 
ular models figured in the decline. 


Retail Sales in Canada 


Sales of passenger cars and trucks in 
Canada in 1985 reflected continuing 
improvement in the Canadian economy 
and increasing consumer confidence. 
Industry-wide retail sales of 1.5 million 
vehicles increased 19% from 1984. 

Retail car and truck sales by GM dealers 
in Canada totaled 537,000 units, an increase 
of 13% compared with 1984. These sales 
accounted for 35% of all new cars and 
trucks sold in Canada in 1985, compared 
with 37% in 1984, reflecting important 
inroads of foreign imports in Canada. 

Sales in 1985 by General Motors of Can- 
ada Limited, expressed in U.S. dollars, 
totaled $13.9 billion, up 10% from $12.6 
billion in 1984. 


International Retail Sales 


General Motors recorded an all-time high 
for sales of motor vehicles overseas in 1985 
as economic expansion continued world- 
wide. GM’s worldwide performance was 
helped by several new-model introductions 
and expansion and modemiuzation programs 
to enhance continued growth. 

GM sold over 2.0 million vehicles outside 
the United States and Canada last year, a 
gain of 12% over 1984. The total included 


CHEVROLET CAPRICE CLASSIC BROUGHAM 


1,738,000 cars and 290,000 trucks. GM’s 
share of total overseas industry sales in 1985 
was 8.6%, up slightly from the previous year. 

In Europe, GM posted record deliveries 
of 1,324,000 cars and trucks, an increase 
of 12% from 1984. The competition for 
European passenger car sales remained 
extremely close and GM—with 11.4% of 
industry sales—ended the year only 1.5 
percentage points behind the European sales 
leader. New versions of the popular Opel 
Kadett/Vauxhall Astra in the lower-medium 
segment and the Opel Corsa/Vauxhall Nova 
in the small-car field contributed to GM’s 
sales momentum. 

GM sales in the United Kingdom totaled 
350,000 units, 8% higher than 1984. Deliv- 
eres in most other European countries sur- 
passed the previous year, and GM was the 
sales leader in Denmark, Greece, and the 
Netherlands. 

In May, GM dedicated a new European 
Technical Center in Luxembourg. Oper- 
ated by the Automotive Systems Engineer- 
ing Group (supported by the U.S.-based 
AC Spark Plug, Delco Electronics, Delco 
Products, Delco Remy, and Rochester Prod- 
ucts Divisions), the center will provide 
state-of-the-art development, testing, and 
applications of complete motor vehicle sys- 
tems to European manufacturers. It is staffed 
by European and American engineers. 

In January 1986, GM acquired a 61.6% 
interest in Group Lotus plc, the United 
Kingdom-based engineering consulting 
and performance car manufacturing firm. 


In addition, GM also announced a public 
offer to acquire up to 100% of the balance 
of the outstanding shares. Lotus designs, 
manufactures, and markets high-perfor- 
mance cars worldwide and provides engi- 
neering consultancy to numerous auto- 
motive and industrial clients. Lotus has an 
outstanding reputation for innovation and 
craftsmanship, and is world renowned in the 
application of engine, vehicle dynamics, 
composites, aerodynamics, and other auto- 
motive technologies. GM is the largest cus- 
tomer of Lotus engineering services. 

The Bedford Commercial Vehicle unit 
of GM’s worldwide Truck & Bus Group 
announced in November that it will build 
a new microvan and pickup truck at its 
renovated plant in Luton, England. These 
vehicles were designed by GM’s Japanese 
affiliate, Suzuki Motor Company, Ltd., and 
modified by Bedford specifically for sale 
in Europe. Bedford also is the world’s first 
company to mass produce one-ton electric 
panel vans. Several of these electric vans are 
being operated in an international electric 
vehicle evaluation program involving seven 
North Amencan utility companies in cooper- 
ation with the U.S. Department of Energy. 

In Latin America, GM car and truck sales 
totaled 362,000 units in 1985, up 21% from 
the year-earlier total. Although the region 
still faces severe problems, positive actions 
by several countries to foster economic 
stability helped raise demand for motor 
vehicles. However, earthquakes in Mexico 
and a volcanic eruption in Colombia had 


severe adverse effects. In both countries, 
GM-—along with its local subsidiaries and 
their employes and dealers—contributed 
substantially to emergency relief and recon- 
struction efforts. 

Total GM deliveries in Brazil were a record 
206,000 units, an increase of 22% over 1985. 
The Brazilian Chevrolet Monza was the 
country’s best-selling model for the sec- 
ond consecutive year. Late in the year, GM 
do Brasil announced a four-year, $500 mil- 
lion capital spending program for product 
and plant improvements. 

Continued strong demand for commer- 
cial vehicles in Mexico enabled GM car and 
truck sales there to rise 26% to 58,000 units. 
Vehicle deliveries in Venezuela climbed to 
50,000, up 19% from the previous year. 

Milestones observed during the year 
included the 60th anniversary for GM do 
Brasil and the 50th anniversary for GM 
de Mexico. 

In Africa, GM sales declined 15% to 
58,000 units due primarily to depressed eco- 
nomic conditions and social unrest in the 
Republic of South Africa. In September, 
GM Chairman Roger B. Smith and chief 
executive officers of other major U.S. cor- 
porations with subsidiaries in South Africa 
formed the U.S. Corporate Council on 
South Africa. The council’s goal is to work 
actively for elimination of the apartheid 
system in South Africa. 

In the Middle East, GM retail deliveries 
increased 14% to 68,000 cars and trucks 
despite a general economic slowdown 
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caused by reduced oil revenues. In October, 
General Motors Egypt, S.A.E. marked the 
official opening of a new truck plant and 
administration building near Cairo. 

In the Asia/Pacific region, GM sales 
totaled 211,000 units, up 6% from 1984. In 
Australia, the introduction of several new 
Holden’s passenger car and light commer- 
cial models helped to increase deliveries 
to 131,000 units, 14% higher than the 
previous year. 

Several U.S.-based divisions (Delco 
Moraine, Harnson Radiator, Saginaw, Fisher 
Guide, and Delco Remy) formed joint ven- 
tures in Korea to manufacture and assemble 
selected automotive components. These 
components will be used primarily for the 
Opel-designed passenger car to be produced 
by Daewoo Motor Company, Ltd., which is 
50% owned by GM. Additionally, selected 
components will be available for export to 
other areas of the world. 

Detroit Diesel Allison Division signed 
a licensing agreement with the China 
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National Automotive Industry Import and 
Export Corporation and the Qyiang Gear 
Works to manufacture in China a range of 
heavy-duty, off-highway transmissions for 
large construction and mining trucks. 
GM also sold 20 Cadillac limousines to the 
China International Trust and Investment 
Corporation in Beying, another first. 

As a result of China’s open-door policy 
and its increasing industnalization, GM held 
a two-day product demonstration in Beying 
in November for top government officials. 
In July, GM participated in the Shanghai 
Auto Show, the first event of its kind ever 
held in China. 

During 1985, GM converted half of the 
$200 million of convertible debentures 
issued by Isuzu Motors Limited of Japan 
and purchased by GM in 1982, thereby 
increasing its equity interest in Isuzu to 
38.6% from 34.2%. 

GM confirmed in August that, due to 
severe economic conditions and sharply 
reduced vehicle sales in the Philippines, it 


was closing the operations of General 
Motors Pilipinas, Inc. 


Power Products and Defense 
Operations 


In 1985, power products and defense 
Operations continued to provide General 
Motors with an increasing number of new 
products and worldwide market oppor- 
tunities. Additionally, the alliance between 
GM and Hughes Aircraft Company should 
significantly strengthen GM’s position 
within the sizable market for defense prod- 
ucts, as well as provide GM with a broader 
technological base for its existing power 
products business. 

Detroit Diesel Allison Division (DDAD) 
continues to be North America’s largest pro- 
ducer of light-, medium-, and heavy-duty 
diesel engines and the leading producer 
worldwide of heavy-duty automatic and 
military transmissions. During 1985, DDAD 
became the first truck engine manufacturer 
to market an electronically controlled fuel 


injection system for heavy-duty 
diesel engines, thus comple- 
menting the Division’s electron- 
ically controlled transmission 
introduced during 1984. Also 
during 1985, DDAD began mar- 
keting John Deere diesel engines 
through DDAD’s extensive 
worldwide sales and service orga- 
nization. This marketing agree- 
ment with Deere is expected to 
strengthen DDAD’s position in 
the marketplace by utilizing Deere 
engines to augment the lower 
horsepower ranges of the present 
DDAD product line. 
Electro-Motive Division’s 
(EMD) 1985 sales of locomo- 
tives, as well as engines for 
oil well drilling, marine, and 
stationary applications, remained 


relatively constant from year- PONTIAC SUNBIRD TURBO GT Convertible 
ago levels. During 1985, EMD 


began delivery of its new “60 Series” loco- 
motive. As EMD’s newest generation of 
locomotive, the “60 Series” takes advan- 
tage of recent GM/EMD advancements in 
diesel-engine and microprocessor technol- 
ogy along with improvements in various 
support systems to produce a locomotive 
that achieves outstanding levels of fuel econ- 
omy and operating performance. 

GM of Canada’s Diesel Division experi- 
enced a significant sales increase for 1985, 
due primarily to the increased sales of loco- 
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motives, diesel engines and transmissions, 
and light armored vehicles for the U.S. 
Marine Corps. Locomotive deliveries for 
1985 included units for Congo and various 
rail companies throughout Canada. 

For 1985, Allison Gas Turbine Division 
(Allison) experienced improvement in its 
gas turbine products sales. Research and 
development investments and U.S. Gov- 
ernment contracts were also increased in 
1985. A significant development during 
1985 was the US. Navy selection of Alli- 


son for full-scale engineering development 
of the V-22 Osprey aircraft engine. The V-22 
Osprey is a vertical short-takeoff and land- 
ing tilt-rotor aircraft that can hover like a 
helicopter and cruise at high speeds like 
an airplane. All U.S. military services plan 
to use this aircraft. Another significant devel- 
opment was the U.S. Army award of a full- 
scale engineering development contract to 
the Light Helicopter Turbine Engine Com- 
pany, a partnership between Allison and 
Garrett Turbine Engine Company for the 
development of a T800 helicopter 
engine. Plans also were announced 
for a propfan engine demonstrator 
program drawing heavily on tech- 
nology from government-funded 
research programs. If successful, this 
program could lead to commercial 
and mulitary air transport contracts. 

Military Vehicles Operation 
(MVO), established in 1984 to 
strengthen GM’s commitment to the 
overall military vehicles business, 
continued in 1985 to develop sales 
opportunities for GM in key areas 
of this business. Deliveries of the 
Commercial Utility Cargo Vehicle, 
which was derived from the GM 
light-duty truck, continued to be 
strong throughout 1985. 


PEOPLE OF GENERAL MOTORS 


“We are building a new relation- 
ship with our employes, a new 
partnership dedicated to providing 
the quality products and services 
that assure superior value to our 
customers.” 


Employment and Payrolls 


GM’s worldwide employment and pay- 
rolls in 1985 increased over 1984 levels, 
reflecting expanded operations and the 
acquisition of EDS. Average worldwide 
employment totaled approximately 811,000 
men and women in 1985, with payrolls 
(including profit sharing) amounting to 
$25.6 billion. This included 13,900 employes 
of GM’s financing and insurance subsidi- 
aries, whose payrolls amounted to $376.1 
million, but does not include 80,000 
employes of Hughes Aircraft Company, 
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which became affiliated with GM effective 
December 31, 1985. In comparison, average 
worldwide employment in 1984 was 748,000 
and payrolls totaled $22.5 billion, including 
14,300 financing and insurance subsidiary 
employes with payrolls of $373.9 million. 

GM’s average U.S. hourly employment 
in 1985 was 400,000 men and women, with 
payrolls totaling $15.4 billion. This com- 
pared with 375,000 employes and payrolls 
of $13.6 billion in 1984. In 1985, GM’s 
hourly labor costs in the United States, 
including benefits for both active and inac- 
tive employes, averaged approximately 
$23.40 per hour worked, compared with 
approximately $22.60 per hour worked dur- 
ing the previous year. 


Benefit Plans 

GM’s provisions for pensions, health- 
care coverages, and other employe benefit 
programs in the United States totaled $5.7 


billion in 1985, compared with $5.6 bil- 
lion in 1984. Of the 1985 total, pension 
plan provisions amounted to $2.4 billion, 
and the cost of providing health-care cov- 
erages amounted to $2.1 billion. Employe 
acceptance of the “Informed Choice Plan} 
which was introduced in April 1985, con- 
tributed to a decrease in health-care costs 
compared with 1984. This marks the first 
time in more than 25 years that General 
Motors has recorded a year-to-year decline 
in health-care costs. The “Informed Choice 
Plan” enables employes to select from 
among three health-care coverages—the 
traditional coverage, a preferred provider 
organization, or a health maintenance orga- 
nization. These options are designed to pro- 
vide quality care on a cost-effective basis. 
The cost of other benefit programs, such 
as life insurance, sickness and accident 
insurance, Supplemental Unemployment 
Benefits, Guaranteed Income Stream, and 


In the effective organization, it is people who make the difference. At General 
Motors, relations between managers and employes never have been more important 
than they are today. The Corporation is constantly seeking better ways to encour- - 
age the sharing of ideas, as shown in photographs throughout this section. 


(Left) Employes at Saginaw Divisions Hydraulic Pump Plant exchange 
information, face to face, with their plant manager. 


the Savings-Stock Purchase Program, totaled 
$1.2 billion in 1985. 


Equal Employment Opportunity 


General Motors continued its commit- 
ment during the year to the concept of 
equal employment opportunity. At year- 
end 1985, minorities represented over 21% 
of GM's total U.S. work force, compared 
with 20% reported at the end of 1984. 
Minonties accounted for 13% of white-collar 
employment and 23% of blue-collar employ- 
ment, compared with 13% white-collar and 
22% blue-collar at the end of 1984. 

GM’s U.S. employment of women was 
20% at year-end 1985 compared with 19% at 
the end of 1984. Women accounted for 25% 
of white-collar employes and 18% of blue- 
collar employes, compared with 24% white- 
collar and 18% blue-collar at year-end 1984. 


AChange Affecting Salaried Employe 
Compensation 


A new compensation program affecting 
GM salaried employes was expanded in 
January 1986, basing future pay raises on 
job performance. The performance pay sys- 


tem replaces the traditional cost of living 
allowance (COLA) and merit pay combi- 
nation. Twelve GM divisions and staffs, 
involving 15,000 employes, began the merit 
performance pay system in January 1985 
on a trial basis. Following favorable results, 
GM is extending the program to salaried 
employes at its remaining divisions and 
staffs in the United States and Canada. 

In recent years, COLA has limited the 
Corporation's ability to recognize individ- 
ual performance by taking up most of the 
available compensation dollars. The new 
system will give GM the flexibility to per- 
mit more appropriate pay increases based 
on individual performance. It encourages 
employes to perform at their best, recog- 
nizes employes based on their personal 
contributions and efforts, and maintains a 
salary system that will allow the Corpora- 
tion to attract and reward top people. 


GM-UAW Training Programs 


The following training and education 
projects highlighted GM-UAW instructional 
efforts in 1985: 

® Construction began last May on a 
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new 75,000-square-foot GM-UAW Human 
Resources Center on the Auburm Hills cam- 
pus of Michigan’s Oakland Community 
College. The center will serve as a national 
headquarters designed to house a number 
of joint GM-UAW programs. 

One pivotal program focuses on train- 
ing and instructional activities, directly 
addressing the question of how best to assist 
workers whose skills may no longer match 
the needs of today’s auto industry. This 
shared goal of a work force that is more 
involved and secure ultimately enhances 
the Corporation’s position as a world-class 
competitor. 

& The newly dedicated GM-UAW Health 
and Safety Training Center in Madison 
Heights, Michigan is another program that 
is part of the Human Resources Center. 
This one-of-a-kind center was established 
to provide meaningful and consistent safety 
training that will give GM employes the 
skills necessary to perform their jobs in 
the safest way possible. The new Health 
and Safety Training Center began training 
workers in September 1985. Eventually, 
workers from every UAW-represented GM 
location in the U.S. will receive training in 
a variety of safety practices. 

®@ Through an expansion of existing 
GM-UAW training agreements, a unique 
public-private pilot educational project 
undertaken in October 1985 links GM, the 
UAW, the State of Michigan, and the US. 
Government. The participants, forming a 
National Resource Committee, will 
evaluate the current and future education 
and training needs of industrial employes 
and develop a program at GM’s Hydra- 
matic Division operations in Ypsilanti, 
Michigan. 

This partnership linking Federal, state, 
and local educational agencies with 
ongoing GM-UAW training efforts will 
result in a model in-plant training program 
utilizing locally available educational and 
training resources. The project, which is 
to be extended to other GM plants, is 
intended to give local and state educators 
the opportunity to assist in training 
workers and improve the responsiveness 
of local schools in meeting the needs 
of industry. 


Profit Sharing Payout 


Earnings from US. Operations were strong 
enough in 1985 to provide profit sharing 
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funds totaling $180.3 million tobe 
distributed among some 550,000 | 
U.S. hourly and salaried GM 
employes, or an average of $328 
per employe. A typical employe 
who worked the full year will 
receive approximately $345 to 
$350, and will have the option of 
increasing the value of that pay- 
ment by as much as $500 by 
exchanging it for a product dis- 
count certificate that can be 
applied to the purchase of a new 
GM vehicle during 1986. The incre- 
mental amount is not subject to 
tax, so the total pre-tax value could 
exceed $1,000 for an employe 
who purchases a luxury car. Since 
March 1984, when the first profit 
sharing payment was made, Gen- 
eral Motors has paid out more ui 
than $780 million in profits to its 

U.S. employes. 


Hourly Employes Receive 
Performance Bonus Payments 


In October 1985, eligible GM hourly 
employes throughout the U.S. shared in 
special performance bonus payments total- 
ing about $300 million. These special pay- 
ments, negotiated in the 1984 GM-UAW 
labor agreement, recognize the relationship 
between an improved standard of living, 
technological progress, and a cooperative 
attitude among all employes in achieving 
that progress. Individual payments are cal- 
culated at 2.25% of the worker’s hourly rate 
for the previous year. A typical payment 
is in the range of $600 to $700, depend- 
ing on the individual's rate of pay 
and the number of hours worked 
during the year. Similar lump- 
sum payments are scheduled for 
October 1986. 


Incentive Program 


Based on the stockholder- 
approved formula, GM’s Incentive 
Program generated a credit of 
$260.7 million on worldwide 
profits of $4.0 billion. On the 
recommendation of management, 
the Incentive and Compensation 
Committee (a group composed of 
non-employe Directors) deter- 
mined that the amount awarded 
for 1985 would be $42.1 million 
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less than the maximum available under the 
incentive compensation formula. Thus, 
$42.1 million will be carried over to future 
years. The $218.6 million awarded to GM’s 
managers will be paid in instalments over 
a three-year period, generally in equal por- 
tions of GM common stock and cash. 


Organization Changes 

The following organization changes were 
announced, effective February 3, 1986: Lloyd 
E. Reuss, formerly Vice President and Group 
Executive in charge of the Chevrolet, Pon- 


Employes meet for a training session at 
the Detroit-Hamtramck Assembly Center. 
During start-up, about 2.3 million 

hours of training were provided to 
employes at the plant. 


Quality specialists from the production 
line at GM’s Lordstown Assembly 
Plant gather product information 
directly from dealership personnel. 


tiac, GM of Canada Group, was elected 
Executive Vice President in charge of North 
American Passenger Car Groups. ® Robert 
C. Stempel, formerly Vice President and 
Group Executive in charge of the Buick, 
Oldsmobile, Cadillac Group, was elected 
Executive Vice President in charge of both 
the Truck & Bus Group and the Overseas 
Group. * William E. Hoglund, formerly 
President of Saturn Corporation, was 
appointed Group Executive in charge of 
the Buick, Oldsmobile, Cadillac Group. 
# Robert J. Schultz, formerly Group Exec- 
utive in charge of the Electrical Components 
Group, was appointed Group Executive in 
charge of the Chevrolet, Pontiac, GM of 
Canada Group. #® Richard G. LeFauve, for- 
merly Group Director-Operations, Buick, 
Oldsmobile, Cadillac Group, was appointed 
President, Saturn Corporation. ® E. Michael 
Mutchler, formerly General Manager of 
Rochester Products Division, was elected 
a Vice President and Group Executive in 
charge of the Electrical Components Group. 
= George A. Peapples, formerly Group Direc- 
tor, Strategic Business Planning, Chevrolet, 
Pontiac, GM of Canada Group, was elected 
a Vice President of GM and appointed Gen- 
eral Manager of General Motors of Can- 
ada Limited, the board of which also elected 
him President of that subsidiary. 


Board of Directors 


Since our last Annual Report, the fol- 
lowing changes in the membership of the 
Board of Directors were announced. 

Thomas H. Wyman, Chairman of CBS 
Inc., was elected to the Board on May 
24-1985; 
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Two members of the Board did not stand 
for re-election in 1985 pursuant to the 
Retirement Policy of the Board of Directors: 
John T. Connor, Chairman of the Board, 
Schroders Incorporated, who had served 
the Corporation with distinction for over 
19 years; and John D. deButts, former Chair- 
man of American Telephone and Telegraph 
Company, who had been a valued mem- 
ber of the Board since 1976. 

Alexander A. Cunningham, Executive 
Vice President in charge of North Ameri- 


can Automotive Operations, was placed on 
a disability leave of absence at the conclu- 
sion of which he will retire under the pro- 
visions of the General Motors Retirement 
Program. For reasons of health, he will no 
longer serve as a member of the Board. His 
wise counsel, based on nearly 38 years of 
worldwide experience, has been invaluable 
to the Corporation. 

Lloyd E. Reuss and Robert C. Stempel, 
whose assignments are discussed in the sec- 
tion on Organization Changes, were both 
elected to the Board effective February 3, 
1986. Mr. Reuss and Mr. Stempel also became 
members of the Executive Committee. 


In Memory of Gregory B. Jarvis 


GM has established a $50,000 scholarship 
fund to honor the memory of Gregory B. 
Jarvis, an employe of GM’s Hughes Aircraft 
Company subsidiary, who died January 28, 
1986, in the explosion of the space shuttle 
Challenger. The scholarship will be named 
for Mr. Jarvis. It will be administered by 
the Hughes Management Club, which cur- 
rently awards about 15 university scholar- 
ships annually for the technical education 
of children of Hughes employes. 
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Results of Operations 

General Motors’ net income in 1985 of 
$3,999.0 million was $517.5 million lower 
than in 1984, due primarily to a one-time 
tax credit of $4213 million relating to the 
domestic international sales corporation 
(DISC) recognized in 1984. 

The Corporation’s net income as a per- 
cent of sales and revenues was 4.1% in 
1985, compared with 5.4% in 1984 and 
5.0% in 1983. 

As detailed in the table below, world- 
wide factory sales (sales of GM cars and 
trucks to its dealers) in 1985 totaled 9,305,000 
units, 13% above 1984 unit sales. Worldwide 
dollar sales and revenues in 1985 were $96.4 
billion, 15% above 1984. Dollar sales and 
revenues include price adjustments of $3.2 
billion in 1985, compared with $2.9 billion 
in 1984 and $3.2 billion in 1983. 

The second table below shows the per- 
centage contribution to GM’s total world- 
wide dollar sales and revenues, before 
elimination of interarea sales and revenues, 
by US., Canadian, and overseas operations. 
Automotive products accounted for 96% of 
GM's sales and revenues in each of the last 
three years. 


“The comments covering power products and defense 
sales (pages 8 and 9), people of General Motors (pages 10 
through 12), Electronic Data Systems operations 
(pages 17 through 20), GM Hughes Electronics oper- 
ations (pages 21 through 24), and the effects of 
inflation on financial data (page 41) also should be 
read as an integral part of this discussion and analysis. 


Worldwide Factory Sales 


FINANCIAL REVIEW: manaGemeNnrt’s DISCUSSION AND ANALYSIS’ 


In analyzing the earnings for the three 
years, it should be noted, as shown on page 
1, that the two largest cost elements are 
payments to suppliers (for raw materials 
and expenses) and the cost of labor. Taxes 
represent the fourth largest cost element of 
the Corporation. The significance of GM’s 
tax burden is illustrated by comparing it with 
the level of cash dividends paid. For exam- 
ple, holders of $1-2/3 par value common 
stock received cash dividends of $5.00, 
$4.75, and $2.80 per share on their invest- 
ment in 1985, 1984, and 1983, respectively. 
During the same period, taxes incurred were 
equivalent to $14.43, $16.98, and $15.61 per 
$1-2/3 par value common share, respectively. 


1985 Compared With 1984 


The 1985 net income of $3,999.0 million 
compares with 1984 net income of $4,516.5 
million, which included the one-time tax 
credit of $421.3 million related to the DISC. 
As shown in the third table below, that 
income was eamed principally in the United 
States and Canada. 

Earnings per share attributable to $1-2/3 
par value common stock amounted to 
$12.28 in 1985 versus $14.27 per share in 
1984 (as restated to reflect the 1985 Class E 
common stock amendment). The $1.99 per 
share decline in earnings 1n 1985 is primar- 
ily attributable to the one-time credit related 
to the DISC of $1.34 per share recognized in 
1984, increased costs not fully recovered 
through prices and costs associated with 


program systems being implemented by 
Electronic Data Systems Corporation (EDS). 
Earnings per share attributable to Class E 
common stock amounted to $1.57 in 1985. 
These earnings are based on the Available 
Separate Consolidated Net Income of EDS 
(discussed beginning on page 17) as defined 
in Note 9 to the Financial Statements. 
The acquisition of Hughes Aircraft 
Company (Hughes), discussed more fully 
on pages 21 to 24, was made effective 
December 31, 1985. Thus, although the Con- 
solidated Balance Sheet and Statement of 
Changes in Consolidated Financial Posi- 
tion reflect this acquisition, the 1985 results 
of Hughes operations are not included in 
the Statement of Consolidated Income. 
Pro forma results for 1985 and 1984 of GM 
Hughes Electronics Corporation (GMHE), 
including Hughes, are shown on page 24. 
Total taxes of GM, including payroll and 
property taxes but excluding the taxes of 
GM’s financing and insurance operations, 
General Motors Acceptance Corporation 
(GMAC) and its subsidiaries as discussed 
below, totaled $4,815.9 million in 1985 com- 
pared with $5,3775 million in 1984. The 
provision for U.S., foreign and other income 
taxes in 1985 reflects $1,271.0 million U.S. 
taxes, which includes the favorable impact 
of U.S. investment tax credits. 
GMAC and its subsidiaries earned 
a record $1,021.0 million in 1985, compared 
with $784.8 million in 1984. The increase 
in earnings was principally a result of the 


(Units in Thousands) CARS TRUCKS & BUSES TOTAL 

1985 1984 1983 1985 1984 1983 1985 1984 1983 
United States 4,882 4338 3,996 ieee itech AGE) 6419 5,676 —_—+5,119 
Canada 562 549 539 280 277 263 842 826 802 
Overseas 1,762 1,485 ‘1,606 282 269 242 2,044 -1,754 ‘1,848 
Total 7,206 6,372 6,141 2,099 1,884 1,628 9305 8,256 7,769 


Includes units which are manufactured overseas by other companies and which are imported and sold by General Motors and affiliates. 


Percentage of Worldwide Dollar Sales and Revenues 


Percentage of Net Income (Loss) 
Attributable to: 


Attributable to: 
1985 1984 1983 1985 1984 1983 

United States 77% 76% 74% United States 91% 86% 93% 
Canada 12 13 13 Canada 12 17 16 

Overseas it ih 13 Overseas (a3) (eae) (2298) 
Total 100% 100% 100% Total 100% 100% 100% 
Automotive 96% 96% 96% Automotive 94% 100% 102% 
Nonautomotive 4 4 4 Nonautomotive 6 — Cele) 
Total 100% 100% 100% Total 100% 100% 100% 
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increased level of earning assets and a decline 
in money costs in the U.S. and Canada. 
GMAC’s income taxes, which are provided 
for separately from GM, increased $151.3 
million to a total of $743.2 million for 1985 
as a result of increased pretax earnings. 


1984 Compared With 1983 


The 1984 net income of $4,516.5 million 
compared with 1983 net income of $3,730.2 
million. Earnings reflected the inclusion, 
for the period from October 18 to December 
31, 1984, of the net income of EDS. 

Earnings per share attributable to $1-2/3 
par value common stock amounted to 
$14.27 in 1984 (as restated) versus $11.84 
per share in 1983. The $2.43 per share 
improvement in earnings in 1984 was pri- 
marily attributable to higher volume, 
improved operating performance and the 
reversal of deferred income taxes related to 
the DISC, partially offset by increased costs 
not fully recovered through prices. Earn- 
ings per share attributable to Class E com- 
mon stock amounted to $0.16 on a post-split 
and restated basis for 1984. 

Interest expense decreased from 1983 
due in part to the lower interest costs 
associated with reduced levels of long- 
term borrowings. 

The provision for U.S., foreign and other 
income taxes in 1984 reflected $1,317.1 mil- 
lion US. taxes, which included the favorable 
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impact of U.S. investment tax credits. These 
taxes were net of a deferred income tax 
reversal of $421.3 million, or $1.34 per share 
of $1-2/3 par value common stock, reflecting 
a change in the provisions covering DISCs 
in accordance with the Deficit Reduction 
Act of 1984. 

GMAC and its subsidiaries earned 
$784.8 million in 1984, compared with the 
previous record $1,002.0 million in 1983. 
The decline in earnings was principally a 
result of higher short-term borrowing costs 
in the U.S., combined with the impact of 
earnings on retail receivables acquired in 
previous years at lower yields. GMAC’s 
income taxes decreased $202.2 million toa 
total of $591.9 million for 1984 as a result 
of decreased pretax earnings. 


Liquidity and Capital Resources 


In 1985, cash and marketable securities 
decreased by $3,453.0 million, principally 
reflecting expenditures for property and 
for the acquisition of Hughes, only par- 
tially offset by funds provided by current 
operations and issuances of common stocks, 
less repurchases of preferred stocks. 

In 1984, cash and marketable securities 
increased by $2,350.5 million, or 38%, prin- 
cipally reflecting funds provided by current 
operations and the net decrease in other 
working capital items, only partially offset 
by expenditures for property and for the 
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Robots manufactured by GMFanuc 
Robotics Corporation locate and weld 
body subassemblies in the Body Shop. 
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acquisition of EDS. The net decrease in 
other working capital items consisted pri- 
marily of an increase in loans payable due 
pincipally to the notes issued in connection 
with the acquisition of EDS. 

GM’s liquidity can be measured by its 
current ratio (ratio of current assets to 
current liabilities). For the years ended 
December 31, 1985, 1984, and 1983, the 
current ratio, based on last-in, first-out 
(LIFO) inventories, was 1.09, 1.36, and 1.40, 
respectively. The LIFO method, while 
improving Corporate cash flow, adversely 
affects the current ratio. The first-in, first- 
out (FIFO) value of inventories, which 
more nearly reflects replacement cost, 
exceeded LIFO amounts at December 31, 
1985, 1984, and 1983 by approximately 
$2.2 billion, $2.2 billion, and $2.0 billion, 
respectively. If inventories were valued at 
FIFO cost, the current ratio would be 1.13, 
1.40, and 1.47, respectively. 

During 1985, long-term debt increased 
$82.8 million reflecting an increase of $185.3 
million in debt of consolidated subsidiaries 
(including long-term debt of Hughes), only 
partially offset by a decline of $102.5 mil- 
lion in debt of the Corporation. The ratio 
of long-term debt to the total of long-term 
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debt and stockholders’ equity declined to 
7.8% at year-end 1985. 

Long-term debt was reduced in 1984 by 
$719.8 million as a result of decreases in 
long-term debt of $1,793.9 million exceed- 
ing increases of $1,074.1 million. Accord- 
ingly, the long-term debt ratio declined to 
9.1% at December 31, 1984. 

The ratio of long-term debt and short- 
term loans payable to the total of this debt 
and stockholders’ equity amounted to 14.9% 
at December 31, 1985, a decrease of 3.6 
points from the 18.5% ratio at December 
31, 1984. 

The senior long-term debt ratings of 
GM and GMAC were adjusted upward in 
May 1985 to the next to the highest possi- 
ble rating, while the short-term commercial 
paper of GMAC continues to carry the 
highest possible rating. In line with the 
past practice of maintaining lines of credit, 
at year-end 1985 the Corporation and its 
subsidiaries (excluding GMAC) had unused 
short-term credit lines of approximately 
$2.6 billion and unused long-term credit 
agreements of approximately $1.5 billion. 

Of the 1985 worldwide expenditures of 
$8.0 billion for real estate, plants and equip- 
ment, including $1.9 billion relating to the 
Hughes acquisition, approximately 84% 
were made in the United States (82% in 
1984 and 78% in 1983), 5% in Canada (4% in 
1984 and 7% in 1983), and 11% overseas 
(14% in 1984 and 15% in 1983). 

Product programs necessary to respond 
to the demands of the marketplace for qual- 
ity and fuel economy, to improve General 
Motors’ competitive position worldwide, 
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to improve plant efficiency, and to meet 
government standards require continued 
high capital expenditures. In each of the 
last ten years, GM has introduced sub- 
stantially redesigned or new models in the 
United States and Canada. Significant prod- 
uct redesign programs also have been under- 
taken by overseas subsidiaries. Commitments 
for capital spending at December 31, 1985 
totaled $6.3 billion, and it is anticipated 
that total capital expenditures, including 
the annual requirements of EDS and GMHE, 
will be approximately $10 billion in 1986, 
to be financed primarily from funds pro- 
vided by current operations. 

The decrease in preferred stocks reflects 
the Corporation’s previously announced 
long-term program to repurchase such stock 
when it is considered economically attrac- 
tive to GM. The difference between repur- 
chase prices and the stated value of $100 
per share has been credited to capital surplus. 

Increases in $1-2/3 par value common 
stock and other capital surplus in 1985 
and 1984 reflect use of newly issued stock 
for purposes of bonus deliveries, the Stock 
Option Plans (SOP) and the General Motors 
Dividend Reinvestment Plan (DRP). In 
1983, newly issued stock was used for the 
SOP, the DRP, the Savings-Stock Purchase 
Programs, and the Employe Stock Owner- 
ship Plans. In addition, the Corporation 
exchanged common stock for long-term 
debt in 1983. 

The issuance of Class E common stock in 
1985 reflects primarily a two-for-one stock 
split in the form of a 100% stock dividend 
distributed on June 10, 1985, a public offer- 
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ing in February 1985 and EDS Stock Incen- 
tive Plan grants, while the 1984 increase 
reflected primarily the acquisition of EDS, 
as described more fully in Note 1 to the 
Financial Statements, and the dividend of 
one share of Class E common stock for 
every 20 shares of $1-2/3 par value common 
stock on December 10, 1984. 

The issuance of Class H common stock 
reflects the acquisition of Hughes, as 
described more fully in Note 1 to the Finan- 
cial Statements, and the dividend of one 
share of Class H common stock for every 
20 shares of $1-2/3 par value common stock 
on December 30, 1985. 

It is the Corporation’s policy with respect 
to $1-2/3 par value common stock to dis- 
tribute from current earnings such amounts 
as the outlook and the indicated capital 
needs of the business permit. In this regard, 
a strong capital position must be maintained 
in order to meet capital expenditures in the 
years ahead. The Class E common and 
Class H common stock dividend policies 
are discussed on pages 20 and 24, respec- 
tively, and in Note 9 to the Financial 
Statements. 

Accumulated foreign currency transla- 
tion adjustments of ($675.0) million at 
December 31, 1985 and ($789.5) million at 
December 31, 1984 are included in a 
separate section of stockholders’ equity. 

Book value per share of $1-2/3 par value 
common stock increased in 1985 to $79.13 
from $72.16 at the end of 1984. Book value 
was $64.88 at the end of 1983. Book value 
per share of Class E common stock was 
$20.34 at the end of 1985 and $18.04 (post- 
split) at the end of 1984. Book value per 
share of Class H common stock was $39.76 
at December 31, 1985. Net income as a 
percent of stockholders’ equity was 13.5% 
in 1985, compared with 18.7% in 1984 and 
18.0% in 1983. 


On October 18, 1984, General Motors 
acquired Electronic Data Systems (EDS), 
a leader in the computer services industry. 
The operations of EDS since October 18 
are included in the consolidated results of 
General Motors. 

The earnings of EDS and its subsidiar- 
les since acquisition by GM, including 
income earned from services provided to 
GM and its other subsidiaries but exclud- 
ing purchase accounting adjustments, form 
the base out of which any dividends paid 
on the Class E common stock will be 
declared. These earnings are designated as 
the “Separate Consolidated Net Income” 
of EDS and the portion allocable to Class 
E common stock is described as “Earnings 
Attributable to Class E Common Stock” 
in the Financial Statements. The rights of 
holders of Class E common stock to par- 
ticipate in dividends are described more 
fully in Note 9 to the Financial Statements. 

The year 1985 at EDS can best be 
described as a year of growth. It was a year 
that saw the company almost triple in size, 
a year in which revenues topped $3.4 bil- 
lion, a year in which EDS assumed global 
responsibility for integrating, updating, and 
building GM’s information management 
and telecommunication systems of tomor- 
row, and a year in which EDS continued 
to expand its business with customers 


other than GM. 


When GM acquired EDS, the company 
employed approximately 15,000 people. 
Today, a little more than a year after joining 
GM, EDS employs over 40,000 people. All 
of them are committed to helping EDS 
maintain its leadership in the computer ser- 
vices field and helping GM maintain its 
world leadership as a vehicle manufacturer. 

For the year ended December 31, 1985, 
in comparison with pro forma figures for 
the year ended December 31, 1984: 

@ Revenues increased 264%, from $947.4 
million to $3,444.7 million. 

@ Separate consolidated net income 
increased 135%, from $80.7 million to 
$189.8 million. 

The growth in EDS was, in large part, 
a consequence of the company’s expanding 
responsibility for GM’s worldwide infor- 
mation processing, automated manufac- 
turing, and telecommunication activities. 
Following is a brief synopsis of major chal- 
lenges successfully met by EDS in 1985. 

The consolidation of GM’s health-care 
and other benefits programs occurred early 
in the year. EDS also completed significant 
work on a further expansion of the eligi- 
bility system and work on the implemen- 
tation of a centralized claims processing 
and health-care information system for GM. 

EDS reduced GM's list of computer 
hardware vendors, established “value- 
added” pricing structures for the purchase 


This Information Processing Center (IPC) 
in Auburn Hills, Michigan,is one of four 
that EDS added to the GM subsidiary’s 
growing network in 1985. 


of new equipment, and unified GM hard- 
ware purchasing at the Corporate level. 

EDS took major steps toward the com- 
pletion of a worldwide voice/image/data 
network for GM. The first major hubs of 
the network were finished in Flint, Michigan 
and Atlanta, Georgia. These installations 
were the largest initial steps toward imple- 
menting the diversified network of high- 
speed, digital switching systems which will 
serve GM facilities around the world. Other 
major systems are currently being imple- 
mented in Van Nuys, California; Plano, 
Texas; Edison, New Jersey; Dayton, Ohio; 
Chicago, Illinois; and Detroit and Warren, 
Michigan. 

In a related move, EDS also installed 
the first transatlantic digital communica- 
tion link connecting GM sites in Europe 
to US. operations. Yet another vital piece 
in GM’s worldwide communications net- 
work, the link increased transatlantic data 
transmission capacity by more than 300%. 

EDS also began a two-year effort to con- 
solidate data processing work now done 
in several smaller GM data centers. Move- 
ment of that processing work to EDS’ larger, 
more cost-effective, new or existing Infor- 
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mation Processing Centers (IPCs) is pro- 
jected to result in cost savings for GM in 
years to come. 

Several EDS systems integration and 
automation efforts—on the manufacturing 
floor and in the administrative office—also 
came to fruition at GM locations. Some 
prominent examples include: the develop- 
ment of integrated programs for a com- 
pletely automated axle-assembly line at the 
GM Mechanical Components Group's “Fac- 
tory of the Future;” the development of the 
Buick, Oldsmobile, Cadillac Group’s Prod- 
uct Purchasing, Outside Supplier Com- 
munication Automation, and Lines Full 
Inventory systems; the launching of the 
Truck & Bus Group’s Dealer Marketing 
Assistance Center; the engineering of the 
Chevrolet, Pontiac, GM of Canada Group’s 
Customer Assistance Service; and the plan- 
ning of Saturn Corporation’s new systems. 


Its massive control center is the heart 
of the data processing and telecommu- 
nications services provided by an IPC. 
This is the control room at Auburn Hills, 
Michigan. 


At several GM international subsidiar- 
ies, EDS launched similar efforts. Major 
units which have contracted with EDS 
for data processing work include: Vauxhall 
Motors Limited, and the Bedford Commer- 
cial Vehicle unit, both based in Luton, 
England; General Motors-Holden’s in 
Australia; and Adam Opel AG, near Frank- 
furt, Federal Republic of Germany. 

In addition to contracting to do the infor- 
mation processing work of GM’s subsidi- 
aries in more than 21 countries throughout 
Europe, Latin America, and the Pacific 
Basin, EDS expanded its international busi- 
ness with non-GM customers by more than 
100% over the previous year. Topping the 
list of added business was the expansion 
of EDS’ existing 10-year facilities manage- 
ment contract with Unilever PLC of Lon- 
don. Unilever is one of the world’s largest 
consumer-goods companies. This latest 
EDS contract involves EDS’ management 
of Unilever’s data processing at the com- 
pany’s joint head offices in London and 
Rotterdam. The contract represents EDS’ 
largest international contract to date. EDS 
further penetrated the international finan- 


cial market by expanding an agreement 
with the largest savings bank in Spain, 
Caixa de Pensiones, and adding a new 
contract to support a European banking 
consortium, Funds Transfer Sharing Ltd. 

In the telecommunications arena, EDS 
signed a major multiyear management con- 
tract with the Western Union Telegraph 
Company. Equally significant in 1985, EDS 
further expanded its relationship with Amer- 
ican Telephone and Telegraph Company— 
signing a contract to provide corporate-wide 
support of AT&T information processing 
and marketing activities. 

In the governmental arena, several Fed- 
eral agencies awarded EDS major contracts 
in 1985. Major agreements included: a 
Department of Defense contract for imple- 
mentation of the Real-time Automated Per- 
sonnel Identification System (RAPIDS), 
a military personnel tracking system; a 
multiyear contract for office automation 
at the Immigration and Naturalization Ser- 
vice; a 10-year systems integration con- 
tract for the Department of Agriculture; 
and a seven-year systems integration con- 
tract for the Customs Service. EDS also 


continued its support of state and local 
governments’ Medicare and Medicaid pro- 
grams. A standout among several new and 
renewed contracts was a Medicaid support 
contract which represented EDS’ first busi- 
ness with the State of Arkansas. 

On the domestic financial front, EDS 
in 1985 signed the largest single credit-union 
contract in its history, bringing Tinker Credit 
Union into its CUNADATA subsidiary’s 
ranks. The credit union at Tinker Air Force 
Base, Oklahoma, boasts 135,000 members 
and $400 million in assets. In total, EDS 
signed new or renewed contracts with 1,100 
credit unions in 1985. EDS also signed new 
contracts with 42 community banks and 
added five California savings and loan 
associations to its customer lists. 

EDS moved further into the commer- 
cial marketplace in 1985, adding the National 
Cotton Council to its growing list of cus- 
tomers. Racal-Milgo, a world leader in data 
communications products, also became a 
new EDS customer. 

EDS further solidified its position as a 
leading computer services provider to the 
nation’s Blue Cross and Blue Shield plans. 


In 1985, EDS signed multiyear facilities 
management contracts with plans in Mas- 
sachusetts and Iowa. Also, several com- 
mercial insurance carriers signed multiyear 
facilities management contracts with EDS 
in 1985: Jackson National Life Insurance 
Co. of Lansing, Michigan; Los Angeles- 
based Transamerica Occidental, an indus- 
try giant; Aetna Casualty and Surety Co., 
one of the country’s five largest property- 
casualty insurance companies; and Shand, 
Morahan and Co. of Chicago, a worldwide 
reinsurance brokerage firm and EDS cus- 
tomer since 1979. 

The addition of four new IPCs in 1985— 
located in Michigan, Texas, and North 
Carolina—further strengthened EDS’ abil- 
ity to serve the data processing needs of 
its customers. Connected by land lines, 
microwave, and satellite relays, a total of 
15 large IPCs and several smaller data cen- 
ters around the globe are now part of EDS’ 
growing and powerful worldwide network. 


EDS nearly tripled in size in 1985, 
becoming a major employer in South- 
eastern Michigan in order to serve GM 
and other customers. 
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The following are summary financial data relating to the EDS 
operations which form the basis for earnings attributable to Class 
E common stock for the year 1985 and for the period from date 
of acquisition in 1984. For purposes of analysis, pro forma data 
for 1984 and 1983 are also presented. 


Summary Financial Data 
Oct. 18 Pro Forma 
Year Ended to Year Ended 


(Dollars in Millions 
December 31, Dec. 31, _December 31 


Except Per Share 


Amounts) 1985 1984 1984 1983 
Revenues: 
Systems and other contracts: 
GM and affiliates $2,428.1 $ 364 $593 $ — 
Other customers 978.3 184.5 8666 701.7 
Interest and other income 38.3 4.8 DNS 30.1 
Total Revenues 3,444.7 i a od i) 
Costs and Expenses 3,082.2 191.1 808.1 614.9 
Income Taxes W297i 15.9 58.6 Syilay/ 


Separate Consolidated Net Income C1398 Oem OOS SRO DED, 


Available Separate 
Consolidated Net Income* CS Take} $5. Sie 


Average number of shares of 
Class E common stock 
outstanding (in millions) 66.5 Bo3m 


Earnings Attributable to 
Class E Common Stock 


on a Per Share Basis $1.57 $0.16** 
Cash dividends per share of 
Class E common stock $0.195  $0.045** 


Earnings and earnings per share attributable to Class E common stock have been 
restated to reflect the Class E common stock amendment approved by the 
stockholders in December 1985. (See Note 9, page 33.) 


“Separate consolidated net income of EDS multiplied by a fraction, the numerator 
of which is the weighted average number of shares of Class E common stock 
outstanding and the denominator of which is currently 121.9 million shares. 
Available Separate Consolidated Net Income is determined quarterly. 


**Adjusted to reflect the two-for-one stock split in the form of a 100% stock 
dividend distributed on June 10, 1985. 


December 31 

(Dollars in Millions) 1985 1984 
Current Assets: 
Cash and marketable securities $ 387.8 $162.5 
Accounts receivable: GM and affiliates 91.2 43.4 

Other 160.4 148.0 
Other current assets 113% B73 
Total Current Assets PDS) Bio) 
Data Processing Facilities, 
Property and Equipment 609.3 106.7 
Other Assets: 
Investment in nonconsolidated subsidiaries 28.5 6 
Land held for investment and development 109.8 72.5 
Other operating assets 94.7 36.3 
Total Assets $1,595.2 $6073 
Current Liabilities: 
Accounts payable $ 185.5 $ 35.4 
Notes payable—current portion 4.2 / 
Deferred revenue 62.1 24.0 
Income taxes 159 47.9 
Advances from GM and affiliates 75.3 2.9 
Other accrued liabilities 311.8 90.0 
Total Current Liabilities 654.8 205.9 
Long-Term Debt and Deferred Credits: 
Notes payable—long-term portion 21.4 27.2 
Notes payable to GM 301.4 — 
Deferred income taxes 81.2 153 
Deferred revenue 5.8 13.4 
Stockholder’s Equity 530.6 345.5 
Total Liabilities and Stockholder’s Equity $1,595.2 $607.3 
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These data do not include the cost to GM, $2,006.3 mil- 
lion, of EDS customer contracts, computer software pro- 
grams, and other intangible assets arising from the acquisition 
of EDS by GM. The cost of these assets is being amortized 
by GM over their estimated useful lives. Amortization for 
1985 was $346.3 million and for the period from the date of 
the acquisition to December 31, 1984 was $68.4 million. The 
unamortized balance at December 31, 1985 and 1984 was 
$1,698.5 million and $1,937.9 million, respectively. For the 
purpose of determining earnings per share and amounts avail- 
able for dividends on common stocks, the amortization of 
these assets is charged against earnings attributable to $1-2/3 
par value common stock. The effect on the 1985 and 1984 
earnings attributable to $1-2/3 par value common stock was 
a net charge of $241.0 million and $31.7 million, respec- 
tively, consisting of the amortization of the intangible and 
other assets arising from the acquisition less related income 
tax effects, the profit on intercompany transactions and the 
earnings of EDS attributable to $1-2/3 par value common 
stock. (See Note 9, page 33.) 

In 1985, EDS changed its method of accounting for invest- 
ment tax credits from the flow-through method to the defer- 
ral method used by the Corporation. The effect of the change 
was to reduce 1985 earnings attributable to Class E common 
stock by $0.41 per share and defer the recognition to earn- 
ings attributable to Class E common stock in future years. 

The current policy of the GM Board of Directors is that 


cash dividends on the Class E common stock, when, as and 


if declared by the Board in its sole discretion, will equal 
approximately 25% of the Available Separate Consolidated 
Net Income of EDS. Consistent with the practice of EDS 
prior to its acquisition by GM, the current GM practice is to 
pay dividends on the Class E common stock based upon 
prior year’s earnings. The rights of holders of Class E com- 
mon stock to participate in dividends are described in greater 
detail in Note 9 to the Financial Statements. 


GM HUGHES ELECTRONICS OPERATIONS 


Sees searnpuimotsortninsiad ocarniuncioond 


GM took a strategic business step effec- 
tive December 31, 1985 when it acquired 
the Hughes Aircraft Company (Hughes). 

Hughes, a world leader in electronic con- 
trol systems and components, brings to 
GM advanced technologies and scientific 
expertise essential for its products and fac- 
tories of the future. 

GM Hughes Electronics Corporation 
(GMHE), a new wholly owned subsidiary 
of GM, is the holding company that owns 
both Hughes and the newly formed Delco 
Electronics Corporation (Delco Electron- 
ics). Delco Electronics, a leading designer 
and producer of automotive electronic com- 
ponents and systems, is comprised of the 
following GM units: Delco Electronics 
Division; the Instrumentation and Display 
Systems business unit of AC Spark Plug 
Division; Delco Systems Operations; plus 
related foreign activities. 

The purpose of GMHE is to accelerate 
the application of advanced electronic sys- 
tems and components in GM’s products 
and plants; to lead in the design, manu- 
facture, marketing and servicing of high 
technology electronic products to the world- 
wide automotive, defense and space indus- 
tries; and to create entirely new business 
ventures. 

Hughes will be operated as an indepen- 
dent company and will continue to focus 
its activities in the defense and space indus- 
tries. Delco Electronics will also be oper- 
ated as an independent company with 
primary emphasis on automotive electron- 
ics. It also will serve as the technology 
transfer conduit between Hughes and 
General Motors. 

Even though the end applications differ, 
there is a large degree of commonality and 
potential synergy between the technologies 
of the two companies. Teams already are 
working in areas where technology and 
skills can profitably be transferred between 
Hughes and GM, and where combinations 
of expertise might lead to new products 
or services. These include: integrated cir- 


e 


Mexicos first national communications 
satellite is readied for testing in the Space 
Simulation Laboratory of Hughes Aircraft 
Company in El Segundo, California. The 
satellite, built by the Hughes Space and 
Communications Group, stands nearly 
22 feet high when deployed. 
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The equipment in Delco Electronics new 
60,000-square-foot clean room is used 
to manufacture microchips on 5-inch 
silicon wafers. The microchips are used 
in the manufacture of engine controls, 
entertainment systems, electronic climate 
controls, and on-board computers. 


cuits, instrumentation and displays, multi- 
plexing, telecommunications, computer 
control systems, computer-integrated man- 
ufacturing, electronics manufacturing, and 
computer simulations. The interaction in 
these technical areas will greatly strengthen 
both Hughes and GM. 

Hughes will gain from GM’s expertise 
as a world leader in high-volume vehicle 
and electronics manufacturing. Similarly, 
GM will benefit from Hughes’ position as 
a leader in systems engineering, commu- 
nications, integrated circuits, microelec- 
tronics, integrated and real-time software, 
instrumentation and displays, radar, and 
electro-optical sensors. 

With the help of Hughes technology, 
GM will develop new cars and trucks that 
will outperform today’s vehicles in terms 
of driveability, fuel economy, safety, com- 
fort, and emissions, and at the same time, 
provide superior information, communi- 
cation, and entertainment systems. Hughes 
engineering skills also will assist GM in 
taking a total systems approach to its pro- 
duction and assembly operations, creating 
a computer-integrated manufacturing and 
management information process. Such a 
system will speed decision-making, 
cut costs, improve product quality, and 
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enable GM to react more quickly to the 
marketplace. 

An area of immediate technology trans- 
fer potential is in communications. Hughes 
is the world leader in the design, develop- 
ment and deployment of commercial sat- 
ellite communications systems. Electronic 
Data Systems (EDS), also a GM subsid- 
lary, is a world leader in data processing 
and industrial communications. Together, 
Hughes and EDS will develop a new, 
advanced global satellite communications 
system for the transmission of management 
and technical data among GM’s plants and 
operations worldwide. 

These strategic uses of advanced elec- 
tronics and systems engineering will enable 
GM to maintain its position as the leader 
in the worldwide automotive industry, and 
enable it to develop totally new business 
ventures. 


HUGHES AIRCRAFT COMPANY 


Hughes’ activities include more than 
1,500 projects and the production of over 
12,000 separate products and services. These 
range from microelectronic components to 
integrated and real-time software and to 
vast air defense and satellite communica- 
tions systems. 

Hughes’ backlog of defense and space 
contracts at the end of 1985 was $10.7 
billion, or nearly double its 1985 sales, 
including new contract awards in 1985 total- 
ing more than $7.3 billion. 

Hughes’ five systems groups account 
for more than 90% of total product sales. 
Four principal support organizations 


account for the remainder. Following is a 
review of their respective 1985 activities. 


Systems Groups 


The Electro-Optical and Data Systems 
Group (EDSG) specializes in the design 
and manufacture of electro-optical sensors 
and weapons control systems for use in 
space, airborne, and surface applications. 
During 1985, the group received contracts 
amounting to more than $1.1 billion. Major 
production contracts awarded were for the 
TOW Missile fire control system for the 
Bradley Fighting Vehicle, the M-60 Tank 
fire control system, and the Trident MK-6 
Missile guidance system. 

The Ground Systems Group (GSG) 
develops and produces a diverse range of 
products, including automated command 
and control systems for tactical air defense, 
land- and ship-based radar systems, weapon 
control displays, sonar-guided torpedoes, 
and jam-resistant communications systems. 
Twenty-three nations of the free world 
depend on Hughes air defense systems to 
protect their more than 850 million peo- 
ple. GSG won new contracts worth more 
than $1.4 billion in 1985, including awards 
for the MK-48 Advanced Capability Tor- 


A sophisticated vision test stand is used 
to monitor final assembly of vacuum 
fluorescent instrument clusters to assure 
100% conformity to specifications. The 
Delco Electronics Instrumentation and 
Display business unit assembles approxi- 
mately 25,000 instrument clusters daily. 


pedo Guidance and Control System, the 
UYQ-21 Shipboard Data Display Console 
System, and for a Position Location Report- 
ing System. 

The Missile Systems Group (MSG) 
designs and manufactures advanced tacti- 
cal guided missiles, weapon delivery sys- 
tems, and supporting equipment. This 
includes airframes, guidance control equip- 
ment, and launchers for missile systems 
used in land, sea, and aerial combat. In 


1985, MSG was awarded more than $1.3 ° 


billion in new contracts. These included 
production awards for the IR Maverick 
Missile, the Phoenix Missile, and the 
TOW Missile. 

The Radar Systems Group (RSG) sup- 
plies airborne radar and weapon control sys- 
tems for three of the four front-line U.S. 
tactical fighter aircraft currently in produc- 
tion for U.S. and allied armed forces. In 
addition, RSG designs and builds airborne 
avionics systems, data links, and related dis- 
plays and controls. New contracts awarded 
RSG during 1985 totaled more than $1.2 
billion. The largest awards were for the F-15 
Aircraft APG-63 Radar, the F/A-18 Aircraft 
APG-65 Radar, and the F-14A Aircraft 
AWG-9 Weapon Control System. 

The Space and Communications Group 
(SCG) has furnished the world with more 
than half of all the commercial communi- 
cations satellites now in service. The group 
also designs and builds satellites for national 
defense. During 1985, SCG’s commercial 
space efforts reached an all-time high of 
nine communications satellite launches. 


Hughes shipboard Operations Summary 
Console displays computer-generated 
symbols and data from radar, sonar, and 
television sources. 


SCG received 1985 contracts amounting 
to more than $1.4 billion. Major awards 
included contracts for a Japanese telecom- 
munications satellite, an International Mari- 
time Satellite payload, and Galaxy Satellite 
transponders. 


Support Organizations 


The Industrial Electronics Group (IEG) 
produces large-scale integrated circuits 
and hybrid microcircuits; microwave and 
millimeter-wave equipment; image sensing, 
storage, and display devices; airborne and 
shipboard switching and communications 
systems; automated manufacturing and test 
equipment; connectors and cable assem- 
blies; and solar cells. 

Hughes Research Laboratories (HRL) 
conducts both basic and product-directed 
research in advanced electronics and related 
physics. The emphasis is on technologies 
expected to generate marketable products 
within five to ten years. During 1985, HRL 
completed a prototype of the world’s fast- 
est electron-beam lithography machine. The 
device is capable of manufacturing inte- 
grated circuits with sub-micron features. 

Support Systems provides field engineer- 
ing, installation, maintenance, and training 
services, as well as integrated logistic sup- 
port management to Hughes systems users 
worldwide. The organization also designs 


and develops sophisticated electronic test 
equipment and aviation’s most advanced 
training simulators. 

The Santa Barbara Research Center is a 
Hughes subsidiary specializing in advanced 
infrared detector systems. Other products 
include imaging sensors used on weather 
and earth resource observation satellites. 


DELCO ELECTRONICS 
CORPORATION 
Deico Electronics Division 


Delco Electronics Division’s principal 
products include automotive control elec- 
tronics, entertainment and comfort systems, 
and semiconductors. Automotive control 
electronics products include engine and 
transmission modules for control of fuel/ 
air mixture and ignition, and shift timing 
to improve smoothness. Electronic con- 
trol of engine and transmission functions 
helps reduce emissions and improves fuel 
economy, while maximizing overall vehi- 
cle performance and driveability. Other elec- 
tronic components produced are vehicle 
body computer modules, which support 
digital information displays and provide 
vehicle diagnostics; electronics for auto- 
matic level adjustment; anti-theft systems; 
and components for electronic instrument 
clusters. 

Entertainment and comfort systems 
consist primarily of radios, cassette tape 
players, and automotive air conditioning 
and heating controls. Delco Electronics cur- 
rently manufactures a variety of radios with 
approximately 150 different models for sale 
to GM car and truck groups. 

The semiconductor product lines include 
integrated circuits used in audio and auto- 
motive control electronics as well as “hybrid” 
engine components such as voltage regu- 
lators, ignition modules, and spark con- 
trol modules. 

During 1985, Delco Electronics intro- 
duced a new and smaller advanced engine 
control computer that offers increased reli- 
ability, memory, speed and computational 
ability. Also introduced were a new elec- 
tronic vehicle anti-theft system, incor- 
porating a special ignition key; a new 
generation of vehicle body computers; a 
new advanced radio; a direct ignition 
system that replaces the distributor and 
associated control module; and a new volt- 
age regulator which features diagnostic 
capability. 
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Instrumentation and Display Business Unit 

Instrumentation and Display products consist primarily 
of instrument clusters, which include speedometers, tachom- 
eters, and electrical meters. Although the majority of current 
products consist of mechanical devices, electromechanical and 
electronic clusters using liquid crystal, vacuum fluorescent, 
and cathode ray tube technologies are now being produced in 
greater volume. New products introduced in 1985 included a 
cathode ray tube instrument panel for the 1986 Buick Riviera, 
a standard-equipment item which was a first in North America, 
and electronic instrumentation for the 1986 Cadillac Eldorado 
and Seville, Buick Riviera, and Oldsmobile Toronado. 


Delco Systems Operations 


Delco Systems produces computers for guidance, naviga- 
tion, and avionics systems for use in commercial and mili- 
tary air and space vehicles and armament systems for military 
armored vehicles. In addition, Delco Systems develops com- 
mercial vehicle electronics on contract for other GM units 
and performs aerophysics research at its hypervelocity bal- 
listic range facility. In 1985, Delco Systems completed engi- 
neering development of a Very Large Scale Integrated (VLSI) 
computer which features significant advances in speed, power, 
reliability, and compact size. 


GM HUGHES ELECTRONICS 


GMHE has 105,000 employes—80,000 from Hughes and 
25,000 from Delco Electronics. The operations of Hughes 
for 1985 are not included in the GM Statement of Consoli- 
dated Income shown on page 25. However, pro forma data 
for GMHE, including Hughes, for 1985 and 1984 are dis- 
played on this page. Based on 1985 pro forma sales of $9.5 
billion, GMHE ranks among the top 40 USS. industrial com- 
panies. These sales are 12% higher than 1984 pro forma sales 
of $8.5 billion. GMHE’s 1985 pro forma earnings of $488.6 
million were down slightly from the 1984 pro forma earn- 
ings of $517.8 million. The decrease was primarily a result of 
an increase in the loss provisions for estimated costs to be 
incurred by Hughes in excess of negotiated contract ceiling 
prices including full-scale development of the Advanced 
Medium Range Air-to-Air Missile (AMRAAM), development 
costs of commercial satellites, and increased quality control 
efforts, partially offset by the increased earnings of Delco 
Electronics. 

The earnings of GMHE and its subsidiaries, Hughes and 
Delco Electronics, excluding purchase accounting adjust- 
ments, form the base from which any dividends paid on the 
Class H common stock may be declared. The policy of the 
GM Board of Directors will be that cash dividends on the 
Class H common stock, when, as, and if declared by the GM 
Board of Directors in its sole discretion, will equal approxi- 
mately 25% of the Available Separate Consolidated Net Income 
of GMHE. The GM practice will be to pay dividends on the 
Class H common stock based upon prior year’s earnings. 
The rights of holders of Class H common stock to partici- 
pate in dividends are described in greater detail in Note 9 to 
the Financial Statements. 
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The following are pro forma summary financial data relating to 
the GMHE operations which will form the basis for earnings attrib- 
utable to Class H common stock. 

Summary Financial Data 


Pro Forma 
Year Ended 
December 31 

(Dollars in Millions Except Per Share Amounts) 1985 1984 
Revenues: 
Net sales: 

GM and affiliates $3,054.2 $2,475.3 

Other customers 6,414.9 6,009.8 
Other income—net 34.7 63.9 
Total Revenues 9,503.8 8,549.0 
Costs and Expenses 8,962.0 7,978.0 
Income Taxes 202.0 202.0 
Separate Consolidated Net Income 339.8 369.0 
Available Separate Consolidated Net Income: 
Adjustments to exclude the effect of 

purchase accounting” 148.8 148.8 
Earnings of GMHE, Excluding 

Purchase Accounting Adjustments $ 488.6 $ 517.8 
Available Separate Consolidated 

Net Income** $ 160.0 $ 169.6 
Average number of shares of Class H common 

stock outstanding (in millions) 65.5 65.5 
Earnings Attributable to Class H Common 


Stock on a Per Share Basis $2.44 $2.59 


“Amortization of intangible assets arising from the acquisition of Hughes. 


**Earnings of GMHE, excluding purchase accounting adjustments, multiplied 
by a fraction, the numerator of which is the weighted average number of shares 
of Class H common stock outstanding and the denominator of which initially 
will be 200 million shares. Available Separate Consolidated Net Income will be 
determined quarterly. (See Note 9, page 33.) 


Pro Forma 
December 31, December 31 

(Dollars in Millions) 1985 1984 
Current Assets: 
Cash $ 142.8 $ 108.2 
Accounts and notes receivable: 

GM and affiliates 296.4 455.1 

Other 472.8 443.9 
Contracts in process 1,453.8 1,286.0 
Inventories 616.6 566.9 
Prepaid expenses 79.9 49.2 
Total Current Assets 3,062.3 2,909.3 
Property 2,529.2 2,299.5 
Intangible Assets 4,244.7 4,244.7 
Other Assets 49.0 37.9 
Total Assets $9,885.2 $9,491.4 
Current Liabilities: 
Accounts payable: 

GM and affiliates $ 36.4 $ 16.7 

Other 1,003.7 301.7 
Notes payable 208.2 167.6 
Income taxes 692.5 807.6 
Other accrued liabilities 1512931 1,524.5 
Total Current Liabilities 3,069.9 2,818.1 
Long-Term Debt 261.7 254.9 
Capitalized Leases 31.4 40.6 
Other Liabilities 156.3 146.6 
Stockholder’s Equity 6,365.9 6,231.2 
Total Liabilities and 

Stockholder’s Equity $9,885.2 $9,491.4 


CONSOLIDATED FINANCIAL STATEMENTS 


General Motors Corporation and Consolidated Subsidiaries 


RESPONSIBILITIES FOR FINANCIAL STATEMENTS 


The following financial statements of General Motors Corporation and 
consolidated subsidiaries were prepared by the management which is 
responsible for their integrity and objectivity. The statements have been 
prepared in conformity with generally accepted accounting principles 
and, as such, include amounts based on judgments of management. 
Financial information elsewhere in this Annual Report is consistent 
with that in the financial statements. 

Management is further responsible for maintaining a system of inter- 
nal accounting controls, designed to provide reasonable assurance that 
the books and records reflect the transactions of the companies and 
that its established policies and procedures are carefully followed. From 
a stockholder’s point of view, perhaps the most important feature in 
the system of control is that it is continually reviewed for its effective- 
ness and is augmented by written policies and guidelines, the careful 
selection and training of qualified personnel, and a strong program of 
internal audit. 

Deloitte Haskins & Sells, independent certified public accountants, 
are engaged to examine the consolidated financial statements of General 
Motors Corporation and its subsidiaries and issue reports thereon. Their 
examination is conducted in accordance with generally accepted auditing 
standards which comprehend a review of internal accounting controls and 


a test of transactions. The Accountants’ Report appears on page 38. 

The Board of Directors, through the Audit Committee (composed 
entirely of non-employe Directors), is responsible for assuring that 
management fulfills its responsibilities in the preparation of the financial 
statements. The Committee selects the independent public accountants 
annually in advance of the Annual Meeting of Stockholders and sub- 
mits the selection for ratification at the Meeting. In addition, the 
Committee reviews the scope of the audits and the accounting principles 
being applied in financial reporting. The independent public accoun- 
tants, representatives of management, and the internal auditors meet 
regularly (separately and jointly) with the Committee to review the 
activities of each and to ensure that each is properly discharging its 
responsibilities. To ensure complete independence, Deloitte Haskins & 
Sells have full and free access to meet with the Committee, without 
management representatives present, to discuss the results of their 
examination, the adequacy of internal accounting controls, and the 
quality of the financial reporting. 


Ce CS st PWD, ss 


Chairman Chief Financial Officer 


STATEMENT OF CONSOLIDATED INCOME 


For the Years Ended December 31, 1985, 1984 and 1983 (Dollars in Millions Except Per Share Amounts) 1985 1984 1983 


Net Sales and Revenues (Notes 1 and 2) 
Manufactured products 
Computer systems services 


Total Net Sales and Revenues 
Costs and Expenses 


Cost of sales and other operating charges, exclusive of items listed below 


Selling, general and administrative expenses 
Depreciation of real estate, plants and equipment 
Amortization of special tools : 
Amortization of intangible assets (Note 1) 


Total Costs and Expenses 


Operating Income 
Other income less income deductions—net (Note 6) 
Interest expense (Note 1) 


Income before Income Taxes 
United States, foreign and other income taxes (Note 8) 


Income after Income Taxes 


Equity in earnings of nonconsolidated subsidiaries and associates (dividends 
received amounted to $100.5 in 1985, $706.1 in 1984 and $7573 in 1983) 


Net Income 
Dividends on preferred stocks 


$95,268.4 $83,699.7 $74,581.6 
1,103.3 190.2 = 
96,371.7 83,889.9 74,581.6 
81,654.6 70,217.9 60,718.8 
4,294.2 4,003.0 3,234.0 
2,777.9 2,663.2 2,569.7 
3,083.3 2,236.7 2,549.9 
3473 69.1 8 
92,1573 79,189.9 69,073.2 
4,214.4 4,700.0 5,508.4 
1,299.2 1,713.5 815.8 
(892.3) (909.2) ( 1,352.7) 
4,621.3 5,504.3 4,971.5 
1,630.3 1,805.1 2,223.8 
2,991.0 3,699.2 2,747.7 
1,008.0 817.3 982.5 
3,999.0 4,516.5 3,730.2 
11.6 12.5 12.9 


a a eee ee ee he 
Earnings on Common Stocks $ 3,987.4 $ 4,504.0 $ 3.7173 
SSS SS33ae—eCé*o—O09—ona“<“wmamooawnanmwwwwwm@wmamOyTyuTU9] 


Earnings attributable to: 
$1-2/3 par value common stock 
Class E common stock (issued in 1984) 


Average number of shares of common stocks outstanding (in millions): 


$1-2/3 par value common 

Class E common (issued in 1984)* 
Earnings Per Share Attributable to (Note 9): 

$1-2/3 par value common stock 

Class E common stock (issued in 1984)* 


$ 3,883.6 $ 4,498.3 eee WAS 
$ 103.8 $ Sy - 
316.3 shilbys} Bis 
66.5 36.3 = 
$12.28 $14.27 $11.84 
$1.57 $0.16 = 


Reference should be made to notes on pages 28 through 38. Certain amounts for 1984 and 1983 have been reclassified to conform with 1985 classifications. 
Earnings and earnings per share attributable to common stocks have been restated to reflect the Class E common stock amendment approved by the stockholders 


in December 1985. 


“Adjusted to reflect the two-for-one stock split in the form of a 100% stock dividend distributed on June 10, 1985. 


CONSOLIDATED BALANCE SHEET 


December 31, 1985 and 1984 (Dollars in Millions Except Per Share Amounts) 


ASSETS 1985 1984 
Current Assets 
Cash IASI $ 467.5 
United States Government and other marketable securities and time deposits—at cost, 

which approximates market of $4,933.1 and $8,108.7 4,935.3 8,099.9 

Total cash and marketable securities 5,114.4 8,567.4 

Accounts and notes receivable (including GMAC and its subsidiaries— 

$4,038.7 and $3,868.5)—less allowances (Note 10) 7,282.0 USS 
Inventories (less allowances) (Note 1) 8,269.7 USES 
Contracts in process (less advances and progress payments of $2,525.3 in 1985) (Note 1) 1,453.8 — 
Prepaid expenses MN 2XO- I 428.3 


Total Current Assets 24,256.0 2371333 


Equity in Net Assets of Nonconsolidated Subsidiaries and Associates 


(principally GMAC and its subsidiaries—Note 10) 7189 4,603.0 
Other Investments and Miscellaneous Assets—at cost (less allowances) 3,069.8 2,344.4 
Common Stocks Held for the GM Incentive Program (Note 3) 190.2 144.2 
Property 
Real estate, plants and equipment—at cost (Note 11) 47,267.1 39,354.1 
Less accumulated depreciation (Note 11) 24,325.0 21,649.8 

Net real estate, plants and equipment 22,942.1 17,7043 
Special tools—at cost (less amortization) 1,710.9 WGI 72 
Total Property 24,653.0 19,401.5 
Intangible Assets—at cost (less amortization) (Note 1) 5,945.3 1,938.5 


Total Assets $63,832.8 $52,144.9 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current Liabilities 


Accounts payable (principally trade) be Tes vee) $ 4,743.5 
Loans payable (Note 13) DSSS 3,086.0 
United States, foreign and other income taxes payable 243.1 618.9 
Accrued liabilities and deferred income taxes (Note 12) 12,078.0 8,988.2 
Total Current Liabilities 22,298.5 17,436.6 
Long-Term Debt (Note 13) 2,500.2 2,417.4 
Capitalized Leases (including GMAC and its subsidiaries—$76.1 and $113.2) 367.0 359.2 
Other Liabilities (including GMAC and its subsidiaries—$300.0 in 1985 and 1984) 7,179.8 D9719 
Deferred Credits (including investment tax credits—$1,328.8 and $1,259.9) 1,962.6 1,749.2 
Stockholders’ Equity (Notes 3, 4 and 14) 
Preferred stocks ($5.00 series, $169.3 and $169.8; $3.75 series, $81.4 and $85.8) 250.7 255.6 
Common stocks: 

$1-2/3 par value common (issued, 318,853,315 and 317,504,133 shares) 531.4 529.2 

Class E common (issued, 66,227,137 and 29,082,382 shares) 6.6 US) 

Class H common (issued, 65,495,316 shares in 1985) 6.6 — 
Capital surplus (principally additional paid-in capital) 6,667.8 3,347.8 
Net income retained for use in the business 22,606.6 20,796.6 
Subtotal 30,069.7 24,932.1 
Accumulated foreign currency translation and other adjustments (Note 1) ( 545.0) Cry 47.8) 
Total Stockholders’ Equity 29,524.7 24,2143 
Total Liabilities and Stockholders’ Equity $63,832.8 $52,144.9 


Reference should be made to notes on pages 28 through 38. 


STATEMENT OF CHANGES 


IN CONSOLIDATED FINANCIAL POSITION 


For the Years Ended December 31, 1985, 1984 and 1983 (Dollars in Millions) 


1985 1984 1983 
it A. ee ee 84 19838 
S 


ource of Funds 


Net income $ 3,999.0 $ 4,516.5 09,7302 
Depreciation of real estate, plants and equipment 2,777.9 2,663.2 2,569.7 
Amortization of special tools 3,083.3 2,236.7 2,549.9 
Amortization of intangible assets (Note 1) 3473 69.1 8 
Deferred income taxes, undistributed earnings of nonconsolidated 
subsidiaries and associates, etc.—net (CA Bys) (1316.1) 645.5 
Total funds provided by current Operations 9,735.8 8,169.4 9,496.1 
Decrease (Increase) in other working capital items 866.2 1,964.6 ( 1,142.0) 
Increase in long-term debt 965.9 1,074.1 3,177.1 
Issuances of common stocks, less repurchases of preferred stocks Disses) 602.2 212.0 


Other—net D2 2,010.6 772.0 
Total 14,545.5 13,820.9 AL SYS 72 
a eee a AS TOE 
U 


se of Funds 
Cash dividends paid to stockholders (Note 14) 1,616.9 15237 892.2 
Expenditures for real estate, plants and equipment—Operations 6,099.2 3,595.1 1,923.0 
—Hughes acquisition 1,948.7 — _ 
Expenditures for special tools 3,075.0 2,452.1 2,083.7 
Intangible assets acquired in acquisitions (Note 1) 4,244.7 2,006.3 = 
Decrease in long-term debt 883.1 1,793.9 4,491.9 
Investments in nonconsolidated subsidiaries and associates 130.9 993 337, 
Total 17,998.5 11,470.4 9,424.5 
Increase (Decrease) in cash and marketable securities ( 3,453.0) 2,350.5 3,090.7 
Cash and marketable securities at beginning of the year 8,567.4 6,216.9 35,1262 
Cash and marketable securities at end of the year $ 5,114.4 $ 8,567.4 $ 6,216.9 


Decrease (Increase) in Other Working Capital Items by Element 


Accounts and notes receivable 8 Wy (pei 9307) ($ 4,099.7) 
Inventories ( 910.0 (- 7382) (9534373) 
Contracts in process 1,453.8 — — 
Prepaid expenses 1,707.8 568.9 871.0 
Accounts payable 2,578.7 101.2 1,041.6 
Loans payable 430.8 1,830.8 72.7 
United States, foreign and other income taxes payable 375.8 416.6 131 
Accrued liabilities and deferred income taxes 3,089.8 179.0 1,278.2 


Decrease (Increase) in other working capital items $ 866.2 $ 1,964.6 ($ 1,142.0) 
eeeee—wxwaDOeOO*“czNOOOOOOOOOOoyoOOlyoeyls‘slSyqyqyssSooaoaoaonno09RaomS ooo 


Reference should be made to notes on pages 28 through 38. 
Certain amounts for 1984 and 1983 have been reclassified to conform with 1985 classifications. 
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NOTES TO FINANCIAL STATEMENTS 


NOTE 1. Significant Accounting Policies 


Principles of Consolidation 

The consolidated financial statements include the accounts of the Cor- 
poration and all domestic and foreign subsidiaries which are more than 
50% owned and engaged principally in manufacturing or wholesale mar- 
keting of General Motors products as well as defense, electronics and 
computer services. General Motors’ share of earnings or losses of non- 
consolidated subsidiaries and of associates in which at least 20% of the 
voting securities is owned is included in consolidated income under the 
equity method of accounting. 


Revenue Recognition 

Sales are generally recorded by the Corporation when products are shipped 
to independent dealers. Provisions for normal dealer sales incentives and 
returns and allowances are made at the time of sale. Costs related to special 
sales incentive programs are recognized as sales deductions when these 
incentive programs are announced. 

Certain sales under long-term contracts, primarily in the defense busi- 
ness, are recorded using the percentage-of-completion method of account- 
ing. Under this method, sales are recorded equivalent to costs incurred plus 
a portion of the profit expected to be realized on the contract, determined 
based on the ratio of costs incurred to estimated total costs at completion. 
Profits expected to be realized on contracts are based on the Corporation’s 
estimates of total sales value and cost at completion. These estimates are 
reviewed and revised periodically throughout the lives of the contracts, and 
adjustments to profits resulting from such revisions are recorded in the 
accounting period in which the revisions are made. Estimated losses on 
contracts are recorded in the period in which they are first identified. 


Inventories 

Inventories are stated generally at cost, which is not in excess of market. 
The cost of substantially all domestic inventories other than the inven- 
tories of GM Hughes Electronics Corporation (GMHE) is determined by 
the last-in, first-out (LIFO) method. If the first-in, first-out (FIFO) method 
of inventory valuation had been used for inventories valued at LIFO 
cost, such inventories would have been about $2,196.3 million higher at 
December 31, 1985 and $2,183.0 million higher at December 31, 1984. As 
a result of decreases in LIFO eligible U.S. inventories, certain LIFO inven- 
tory quantities carried at lower costs prevailing in prior years, as com- 
pared with the costs of current purchases, were liquidated in 1985. These 
inventory adjustments favorably affected income before income taxes by 
approximately $20.9 million. The cost of inventories outside the United 
States and the inventories of GMHE is determined generally by FIFO or 
average cost methods. 


Major Classes of Inventories 
(Dollars in Millions) 1985 1984 


Productive material, work in process 


and supplies $5,591.5 $5,264.2 
Finished product, service parts, etc. 2,678.2 2,095.5 
Total $8,269.7 ‘Vey wA 


Contracts in Process 

Contracts in process are stated at costs incurred plus estimated profit less 
amounts billed to customers and advances and progress payments received. 
Engineering, tooling, manufacturing and applicable overhead costs, includ- 
ing administrative, research and development and selling expenses are 
charged to cost of sales when they are incurred. Contracts in process 
include amounts relating to contracts with long production cycles. 
Although shown as a current asset, approximately $98.6 million in 1985 
is not expected to be collected within one year. Under certain contracts 
with the United States Government, progress payments are received 
based on costs incurred on the respective contracts. Title to the inven- 
tories related to such contracts (included in contracts in process) vests 
with the United States Government. 


Depreciation and Amortization 
Depreciation is provided on groups of property using, with minor excep- 
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tions, an accelerated method which accumulates depreciation of approxi- 
mately two-thirds of the depreciable cost during the first half of the 
estimated lives of the property. 

Expenditures for special tools are amortized over short periods of time 
because the utility value of the tools is radically affected by frequent 
changes in the design of the functional components and appearance of 
the product. Amortization is applied directly to the asset account. Replace- 
ment of special tools for reasons other than changes in products is charged 
directly to cost of sales. 

Income Taxes 

Investment tax credits are generally deferred and amortized over the lives 
of the related assets (the “deferral method”). In 1985, Electronic Data 
Systems Corporation changed its method of accounting for investment 
tax credits from the flow-through method to the deferral method used 
by the Corporation. The effect of the change was to reduce 1985 earnings 
attributable to Class E common stock by $0.41 per share and defer the 
recognition to earnings attibutable to Class E common stock in future 
years. The tax effects of timing differences between pretax accounting 
income and taxable income (principally related to depreciation, sales and 
product allowances, vehicle instalment sales, and benefit plans expense) 
are deferred. Provisions are made for estimated United States and foreign 
taxes, less available tax credits and deductions, which may be incurred on 
remittance of the Corporation’s share of subsidiaries’ undistributed earn- 
ings less those deemed to be permanently reinvested. Possible taxes beyond 
those provided would not be material. 


Pension Program 

The Corporation and its subsidiaries have several pension plans covering 
substantially all of their employes. Benefits under the plans are generally 
related to an employe’s length of service, wages and salaries, and, where 
applicable, contributions. The costs of these plans are determined on the 
basis of actuarial cost methods and include amortization of prior service 
cost over periods not in excess of 30 years, generally from the later of 
October 1, 1979 or the date such costs are established. With the exception 
of certain Canadian and overseas subsidiaries, pension costs accrued are 
funded within the limitations set by the Employee Retirement Income 
Security Act. 


Product Related Expenses 

Expenditures for advertising and sales promotion and for other product 
related expenses are charged to costs and expenses as incurred; provi- 
sions for estimated costs related to product warranty are made at the time 
the products are sold. Expenditures for research and development are 
charged to expenses as incurred and amounted to $3,625.2 million in 
1985, $3,075.8 million in 1984 and $2,602.2 million in 1983. 


Interest Cost 

Total interest cost incurred in 1985, 1984 and 1983 amounted to $944.9 
million, $932.5 million and $1,401.8 million, respectively, of which $52.6 
million, $23.3 million and $49.1 million, related to certain real estate, 
plants and equipment acquired in those years, was capitalized. 


Foreign Currency Translation 
As required by the Financial Accounting Standards Board, effective January 
1, 1983, the Corporation implemented Statement of Financial Account- 
ing Standards (SFAS) No. 52, Foreign Currency Translation. Under SFAS 
No. 52, all assets and liabilities of operations outside the United States, 
except for operations in highly inflationary economies (principally in 
Latin America) or those that are highly integrated with operations of the 
Corporation (principally in Canada), are translated into U.S. dollars using 
current exchange rates, and the effects of foreign currency translation 
adjustments are deferred and included as a component of stockholders’ 
equity. For operations in highly inflationary economies or that are highly 
integrated, foreign currency translation adjustments are included in income. 
The effect of adopting SFAS No. 52 was to reduce net income for 1983 
by about $422.5 million ($1.35 per share of $1-2/3 par value common 
stock). Exchange and translation gains (losses) included in net income 
in 1985, 1984 and 1983 amounted to $54.1 million, ($114.8) million and 
($52.3) million, respectively. 

(continued) 


NOTE 1. (concluded) 


Acquisitions 
Effective December 31, 1985, the Corporation acquired Hughes Aircraft 
Company (Hughes) and its subsidiaries for $2.7 billion in cash and cash 
equivalents and 50 million shares of General Motors Class H common 
stock having an estimated total value of $2,561.9 million. Hughes is one 
of the leading defense electronics firms in the world and specializes in 
high-technology electronics for military, scientific and commercial use. In 
addition, the Corporation has contingently agreed to pay the Howard 
Hughes Medical Institute (Institute) on December 31, 1989, for each share 
of Class H common stock issued in connection with the acquisition and 
held by the Institute on that date, the amount, if any, by which the market 
value per share of Class H common stock is below $60; provided that such 
payment shall not be greater than $40 per share. Any payment required 
under this contingency provision will be charged to capital surplus. 
The acquisition has been accounted for as a purchase. In view of the 
current policy of the Department of Defense and a recent decision of the 
Armed Services Board of Contract Appeals, there is substantial uncer- 
tainty as to the recoverability through contracts with the U.S. Govemment 
of any increase in the book values of the net assets of a defense contractor 
as a result of a business combination accounted for as a purchase. Accord- 
ingly, the amounts assigned to the tangible net assets of Hughes do not 
differ materially from the historical net book values. The purchase price 
exceeded the net book value of Hughes by $4,244.7 million, which was 
assigned as follows: $500.0 million to patents and related technology, 
$125.0 million to the future economic benefits to the Corporation of the 
Hughes Long-Term Incentive Plan, and $3,619.7 million to other intan- 
gible assets. The amounts assigned to the various intangible asset catego- 
ries are to be amortized on a straight-line basis; patents and related 
technology over 15 years, the future economic benefits of the Hughes 
Long-Term Incentive Plan over 5 years and other intangible assets over 40 
years. Amortization is to be applied directly to the asset accounts. For the 
purpose of determining earnings per share and amounts available for 
dividends on common stocks, the amortization of these intangible assets is to 
be charged against earnings attributable to $1-2/3 par value common stock. 
Because the acquisition was made effective December 31, 1985, the State- 
ment of Consolidated Income does not include any operations of Hughes 
for 1985. Pro forma results of operations as though the acquisition of 


Hughes had been effective at the beginning of 1985 and 1984 are as follows: 


Pro Forma 

Dollars in Millions 1985 1984 
Net Sales and Revenues $102,537.1 $89,706.2 
Net Income $ 40235 S$ 4476.4 
Earnings Per Share Attributable to: 

$1-2/3 par value common stock $11.89 $13.61 

Class E common stock S157 $ 0.16 

Class H common stock $ 2.44 $°259 


On October 18, 1984, the Corporation acquired Electronic Data Sys- 
tems Corporation (EDS) and its subsidiaries, whose activities include 
the design of large-scale data processing systems and the operation of 
data centers and communications networks, for $2,501.9 million. The 
acquisition was consummated through an offer to exchange EDS com- 
mon stock for either (a) $44 in cash or (b) $35.20 in cash plus two-tenths 
of a share of Class E common stock plus a nontransferable contingent 
promissory note issued by GM. Certain EDS stockholders elected to 
receive fluctuating rate GM notes due in 1985 in lieu of cash. The non- 
transferable contingent promissory note is payable seven years after clos- 
ing in an amount equal to .2 times the excess of $62.50 (post-split) over 
the market price of the Class E common stock at the maturity date of 
the note. Holders may tender their notes for prepayment at discounted 
amounts beginning five years after closing. If the market price of Class 
E common stock at the maturity date of the notes were to equal the 
market price at December 31, 1985, $40.88 a share, the aggregate additional 
consideration would be $483 million. Any additional consideration will 


NOTES TO FINANCIAL STATEMENTS ccontinuew 


be charged to goodwill and amortized over the remaining life of that asset. 

The acquisition was accounted for as a purchase. The purchase price 
in excess of the net book value of EDS, $2,179.5 million, was assigned 
principally to existing customer contracts, $1,069.9 million, computer 
software programs developed by EDS, $646.2 million, and other intan- 
gible assets, including goodwill, $290.2 million. The cost assigned to these 
assets is being amortized on a straight-line basis over five years for com- 
puter software programs, about seven years for customer contracts, ten 
years for goodwill and varying periods for the remainder. Amortization is 
applied directly to the asset accounts. 

The Statement of Consolidated Income includes the operations of 
EDS since October 18, 1984. For the purpose of determining earnings 
per share and amounts available for dividends on common stocks, the 
amortization of these assets is charged against earnings attributable to 
$1-2/3 par value common stock. The effect on the 1985 and 1984 earnings 
attributable to $1-2/3 par value common stock was a net charge of $241.0 
million and $31.7 million, respectively, consisting of the amortization 
of the intangible and other assets arising from the acquisition less related 
income tax effects, the profit on intercompany transactions and the 
camings of EDS attributable to $1-2/3 par value common stock. Eamings 
per share of $1-2/3 par value common stock would have been reduced by 
$0.66 in 1984 and $0.83 in 1983 if the acquisition had been consummated 
at the beginning of those years. 


NOTE 2. Net Sales and Revenues 


Net sales and revenues includes sales to: 


Dollars in Millions 1985 1984 1983 
Sa a a a rE pote RAE 
Nonconsolidated subsidiaries and 

associates STLS9 1 5 1216 oe 
Dealerships operating under 

dealership assistance plans $2,090.1 $1,917.4 $1,6343 


Unrealized intercompany profits on sales to nonconsolidated sub- 
sidiaries and to associates are deferred. 


NOTE 3. General Motors Incentive Program 


The General Motors Incentive Program consists of the General Motors 
Bonus Plan, the General Motors Stock Option Plans and the General 
Motors Performance Achievement Plan. The By-Laws provide that the 
Plans in which directors or officers of the Corporation may participate 
shall be presented for action at a stockholders’ meeting at least once in 
every five years. The Program was last approved by stockholders at the 
1982 Annual Meeting, while amendments to the Stock Option Plans were 
approved at the 1984 Annual Meeting and in conjunction with the acqui- 
sition of Hughes. 

The Corporation maintains a reserve for purposes of the Bonus Plan. 
Under the current Plan provisions, for any year a maximum credit may 
be made to the reserve equal to the amount which the independent 
public accountants of the Corporation determine to be 8% of the net 
earnings which exceed $1 billion, but not in excess of the amount paid 
out as dividends on the common stock during the year. The Incentive and 
Compensation Committee may, at its discretion, direct that for any year 
an amount less than the maximum amount available under the formula be 
credited. Further the Committee may, but is not obligated to, award as 
bonus in any year the full amount available in the reserve for such awards, 
or it may award less than the amount available. Bonus awards under the 
Bonus Plan and such other amounts arising out of the operation of the 
Bonus Plan as the Committee may determine are charged to the reserve. 

The Incentive and Compensation Committee has determined that the 
credit for 1985 to the reserve shall be $260.7 million. The credit so deter- 
mined was, as required by the Bonus Plan, less than the amount dis- 
tributed as dividends to holders of common stock in 1985. On February 
3, 1986, the Committee granted awards to 5,749 employes of $218.6 mil- 
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lion. These awards consisted of 1,486,771 shares of $1-2/3 par value com- 
mon stock valued at an average of $72.50 per share for award purposes in 
accordance with the Bonus Plan, and $110.8 million in cash. The balance 
of $42.1 million was made available in the reserve for future awards. A credit 
of $269.2 million was made to the reserve in 1984, an amount $35.0 mil- 
lion less than the maximum which could have been credited under the 
formula; actual 1984 awards totaled $224.1 million. A credit of $180.0 
million was made to the Bonus Plan reserve in 1983. This was less than the 
maximum which could have been credited to the reserve. Substantially all 
of the credit was awarded to participants for that year. No credits or awards 
were made for 1982 and 1981. 

Under the Performance Achievement Plan approved by stockholders 
in 1982, the Committee established performance achievement levels for 
the initial three-year phase-in period ending in 1984 and for the first 
five-year period ending in 1986. In 1984, the Committee established 
performance achievement levels for a new five-year period ending in 1988. 
Under the Plan, the annual average of the aggregate final awards relating 
to the aggregate target awards granted in the years 1982 through 1986 
shall not exceed $60 million. Payment of these awards 1s contingent upon 
achievement of earnings in relation to average worldwide industry sales 
volume targets over the term of the performance period related to each 
grant. In the future, it is anticipated that new grants will be made every 
two years. Employes selected to participate in the Plan are granted target 
awards payable in cash and/or $1-2/3 par value common stock which are, 
in general, expressed as a percentage of the participant’s salary at the 
beginning of the performance period. Accruals of $12.2 million and $9.3 
million were made in 1985 to recognize progress toward achieving the 1982- 
1986 and 1984-1988 earnings targets, respectively. Awards for the 1982- 
1984 grant, representing an average of $9.3 million for the three-year 
period, were paid in early 1985. The awards for the 1982-1986 and 1984- 
1988 periods will not be paid until 1987 and 1989, respectively, with 
the ultimate amounts dependent on actual performance. Accruals of $12.3 
million and $20.9 million were made in 1984 to recognize progress toward 
achieving the three-year and five-year earnings targets, respectively. 
Another $15.5 million and $11.0 million were accrued for these two periods 
in 1983. There was no accrual for the Plan in 1982. 

Under the provisions of the Bonus Plan, participants receive their 
awards in instalments in as many as three years. Performance Achieve- 
ment Plan awards are to be paid as soon as is practicable following 
completion of the performance period. If participants in the Plans fail 
to meet conditions precedent to receiving undelivered instalments of 
bonus and performance achievement awards (and contingent credits 
related to the Stock Option Plan prior to 1977), the amount of any such 
instalments is credited to income. 

On April 2, 1984, October 1, 1984 and October 7, 1985, the Commit- 
tee granted Stock Appreciation Rights (SARs) to certain officers of the 
Corporation in conjunction with incentive and nonqualified stock options 
granted. SARs provide officers with the right to receive payment equal in 
value to the appreciation in the Corporation’s common stock over the 
option exercise price of the shares under option. Such payment would be 
made in lieu of the exercise of the related option, with the corresponding 
options cancelled and not available for regrant under the Plan. SARs are 
exercisable at such time as determined by the Committee, but only upon 
surrender of the related option and only to the extent that the related 
option is exercisable. SARs expire no later than the date of the underlying 
option, are not transferable under any circumstances and may be exercised 
only when the market value of the stock subject to the related option 
exceeds the applicable option price. 

The utilization of SARs requires an accrual each year for the apprecia- 
tion on the rights expected to be exercised. The amount of such accrual 
is dependent upon the amount, if any, by which the fair market value of 
common stock exceeds the related option price and changes in fair mar- 
ket value during the period. An accrual of ($2.7) million was made for 
SARs in 1985 and $13.9 million in 1984. 
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Changes during 1983, 1984 and 1985 in the status of options granted 
under the Stock Option Plans are shown in the following table. The 
option prices are 100% of the average of the highest and lowest sales prices 
of $1-2/3 par value common stock on the dates the options were granted, 
as reported on the Composite Tape of transactions on all major exchanges 
and nonexchange markets in the U.S. for options granted in 1976 and 
subsequent years. Incentive stock options expire ten years from date of 
grant. Nonqualified stock options granted prior to 1982 expire ten years 
from date of grant, and nonqualified stock options granted in 1982 and 
thereafter expire ten years and two days from date of grant. Options are 
subject to earlier termination under certain conditions. 


Years Option Shares Under 

Granted Prices Option 

Outstanding at Jan. 1,1983 1973-1982 $38.25-$73.38 3,252,139 
Granted 1983 72.88 586,820 
Exercised 1974-1982  38.25-66.57_ (627,318) 
Terminated 1973-1983  38.25-72.88 ( 111,347) 
Outstanding at Dec. 31, 1983 1974-1983 — 38.25-72.88 3,100,294 
Granted 1984 77.19 615,355 
Exercised: Options 1974-1983  38.25-72.88 ( 794,828) 
SARs 1984 38.25-72.88 ( 231,539) 
Terminated 1974-1983  38.25-72.88 ( 48,039) 
Outstanding at Dec. 31, 1984 1976-1984 38.25-77.19 2,641,243 
Granted 1985 67.94 1,132,605 
Exercised: Options 1976-1983 38.25-72.88 ( 365,798) 
SARs 1977-1983 38.25-72.88 ( 35,970) 
Terminated 1976-1985  38.25-72.88 ( 30,692) 
Outstanding at Dec. 31, 1985 1976-1985 38.25-77.19 3,341,388 


The Corporation intends to deliver newly issued $1-2/3 par value com- 
mon stock upon the exercise of any of the stock options. The maximum 
number of shares for which additional options might be granted under 
the Plans was 6,760,945 at January 1, 1983, 6,195,185 at December 31, 1983, 
5,595,283 at December 31, 1984 and 4,482,229 at December 31, 1985. 
Options outstanding at December 31, 1985 consisted of: 


Years Option Shares Under 
Granted Prices Option 
1972 Plan 1976 $65.19 29,766 
1977 66.57 111,663 
1978 63.75 128,385 
1979 59.50 136,648 
1977 Flan 1980 5745) 152,504 
1981 50.00 144,649 
1982 38.25 132,328 
1982 46.50 232,463 
1983 72.88 539,747 
PRESET 1984 77.19 602,715 
1985 67.94 1,130,520 
Total $1-2/3 Par Value Shares Under Option 3,341,388 


In connection with the 1985 acquisition of Hughes, the General Motors 
stockholders approved certain modifications to the Stock Option Plans to 
permit adjustments of options outstanding to reflect dividends of one 
class of common stock to holders of another class of common stock. As 
modified, the Plans permit adjustments to the shares issuable on exercise 
of the options outstanding to include the shares that would have been 
issued in the dividend if the shares under option had been outstanding 
at the dividend record date. Stock Appreciation Rights may be similarly 
adjusted. 

On December 2, 1985, the Committee approved the related Stock 
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Option Plan amendment, subject to a favorable Internal Revenue Service 
ruling, and the adjustment of the shares under option to reflect the 
December 1984 dividend of Class E common stock and the December 1985 
dividend of Class H common stock. The adjustment will have the effect of 
replacing options on $1-2/3 par value common shares as of the close of 
business on the record date for each dividend with options on units com- 
prised of $1-2/3 par value common shares and the applicable Class E 
common and/or Class H common shares attributable to the dividends. The 
number of Class E common and Class H common shares to be included 
in such units are estimated at 260,000 and 170,000, respectively. 
Common stocks held for the Incentive Program are stated substan- 
tially at cost and used exclusively for payment of Program liabilities. 


(Dollars in Millions) 1985 1984 

Shares Amount Shares Amount 

Bal. at Jan. 1 2,072,694 $144.2 828,273 $ 563 

Acquired: $1-2/3 1,629,809 118.7 1,869,391 11B8),11 
Class E* 29,427 1.0 38,268 of 
Delivered: $1-2/3 (1,023,688) ( 73.0)  ( 663,238) ( 45.9) 

ClassE* ( 38578) (7) = = 

Bal. at Dec. 31: $1-2/3 2,640,547 189.2 2,034,426 143.5 
Class E* PSSA 1.0 38,268 olf 

Total 2,669,664 $190.2 2,072,694 $144.2 


*Post-split basis. 


NOTE 4. EDS Incentive Plans 


At its meeting on December 3, 1984, the GM Board of Directors approved 
and adopted the 1984 Electronic Data Systems Corporation Stock Incen- 
tive Plan in accordance with stockholder approval obtained in connec- 
tion with GM’s acquisition of EDS. Under this Plan, which covers up to 
40 million shares (post-split) of Class E common stock during the 10-year 
life of the Plan, shares, rights or options to acquire shares, which may be 
subject to restrictions, may be granted or sold. 

In 1985, the incentive and compensation committee of the EDS board 
of directors granted the right to purchase a total of 6,219,186 shares of 
Class E common stock at a price of $0.10 per share to key employes under 
the provisions of the 1984 Plan. The Class E shares sold under the pro- 
visions of the 1984 Plan are subject to restrictions and will vest over a 
ten-year period from the date of grant. An expense of $13.2 million was 
recorded for these awards in 1985. 

In 1985, the committee also granted incentive stock options under the 
provisions of the 1984 Plan. The option price is 100% of the average 
of the highest and lowest sales prices of Class E common stock on the 
date the options were granted, as reported on the Composite Tape of 
transactions on all major exchanges and nonexchange markets in the 
US. These incentive stock options expire six years from date of grant 
and are subject to earlier termination under certain conditions. 


Year Option Shares Under 


Granted Price Option 
Granted 1985 $35.82 4,082,500 
Terminated 1985 35.82 ( 38,300) 
Outstanding at Dec. 31, 1985 1985 $35.82 4,044,200 


With regard to the unvested shares under the EDS 1977 Stock Incentive 
Plan, as a part of the acquisition agreement the 2,270,160 unvested shares of 
EDS common stock issued under the 1977 Plan were converted at the 
date of the acquisition into an equal number of unvested shares of Class E 
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common stock (4,540,320 shares on a post-split basis). In addition, EDS 
employes holding unvested shares under the 1977 Plan may receive 
deferred compensation payments under certain conditions. These pay- 
ments are intended to provide each participant with the same after Federal 
income tax proceeds that would have been realized after seven years if 
the employe had received an amount equal to the product of (a) the excess 
of $62.50 (post-split) over the then average market price per share of 
Class E common stock and (b) one-half of the number of unvested 
shares of Class E common stock received by the employe, and had been 
eligible for long-term capital gain income tax treatment. 

EDS has a bonus plan under which awards are granted to key execu- 
tives and employes. The amount accrued in 1985 was $16.9 million. The 
amount to be awarded and the individual awards will be determined at 
a later date. 


NOTE 5. Hughes Incentive Plans 


Prior to the acquisition of Hughes, the Hughes board of directors adopted 
the Hughes Long-Term Incentive Plan (the “LTIP”). The LTIP was 
developed by the Institute and Hughes to provide incentives to employes 
to remain with Hughes, a factor considered significant in preserving the 
value of Hughes for a buyer. The LTIP provided approximately 1,000 key 
scientists, engineers and managers of Hughes with restricted cash units 
(“Units”), which entitle participants to receive payments from a trust 
established and funded pursuant to the terms of the LTIP (the “Trust”). 
Such payments will be paid in equal annual instalments at the end of the 
third, fourth and fifth years following the date of award. Forfeiture occurs 
if the participant is discharged for cause or, other than for good reason, 
voluntarily terminates employment with Hughes within five years of the 
date of grant and prior to normal retirement. The value of a Unit at any 
time is its pro rata portion of the value of the Trust’s assets. The LTIP 
provided that, upon the sale of Hughes, the Trust was to be funded by 
Hughes with $250 million. Such funds were obtained by Hughes through 
a combination of short-term notes payable to banks and long-term debt, 
and Hughes incurred a nonrecurring preacquisition charge of about $125 
million (net of the related income tax effects). 

Hughes maintains supplemental compensation plans under which 
awards are currently granted to officers and other key employes. The 
aggregate amount and the individual awards are determined by the 
Hughes board of directors, subject to certain limitations based upon 
net income. 


NOTE 6. Other Income Less Income Deductions 


(Dollars in Millions) 1985 1984 1983 
Other income: Interest $1,328.3 $1,466.8 $719.5 
Other 143.6 302.4 161.7* 
Income deductions (Geel 257) ee ee es) ( 65.4) 
Net $1,299.2 Sl ANB} S) $815.8 


“Includes a gain of $13.9 million from early retirements of long-term debt. 


NOTE Z Pension Program and Postemployment Benefits 


Total pension expense of the Corporation and its consolidated subsidiaries 
amounted to $1,674.8 million in 1985, $1,618.4 million in 1984, and 
$1,714.2 million in 1983. Of the 1985 expense, $22.3 million was attrib- 
utable to EDS. For purposes of determining pension expense, the Cor- 
poration uses a variety of assumed rates of return on pension funds in 
accordance with local practice and regulations, which rates average approx- 
imately 7%. The following table compares accumulated plan benefits 
and plan net assets for the Corporation’s defined benefit plans in the 
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United States, other than for EDS and Hughes, as of October 1 (the plans’ 
anniversary date): 
(Dollars in Millions) 1985 1984 


Actuarial present value of 
accumulated plan benefits: 


Vested $21,982.1 $20,216.2 
Nonvested 835109 1,814.2 
Total $25,334.0 $22,030.4 

Net assets available for benefits: 
Trustees $20,033.0 $16,245.5 
Insurance companies 3,276.3 BAAN ils) 
Total $23,309.3 $19,457.3 


The assumed rates of return used in determining the actuarial present 
value of accumulated plan benefits shown in the table above were based 
upon those published by the Pension Benefit Guaranty Corporation, a 
public corporation established under the Employee Retirement Income 
Security Act (ERISA), adjusted to reflect a fixed income management 
technique under which an immunized rate is being earned on certain 
pension fund assets. Such rates averaged approximately 874% for 1985 and 
approximately 10%4% for 1984. The effect of the immunized rate adjust- 
ment was to reduce the unfunded liability by $732.3 million in 1985 and 
$663.5 million in 1984. 

The EDS retirement plan provides for pension payments to its eligible 
employes upon retirement. The market value of the net assets available for 
benefits under this plan exceeded the actuarial present value of accumulated 
plan benefits by $58.5 million in 1985 and $29.4 million in 1984. 

Hughes retirement plans cover substantially all of its employes and 
provide for monthly pension payments to eligible employes upon retire- 
ment. As of the most recent actuarial valuation dates, January 1, 1985 
and 1984, a comparison of Hughes accumulated plan benefits and net assets 
available for benefits is as follows: 


(Dollars in Millions) 1985 1984 


Actuarial present value of 
accumulated plan benefits: 


Vested $1,386.4 $1,189.6 
Nonvested 22.0 64.7 
Total $1,408.4 $1,254.3 

Net assets available for benefits, 
at market value $2,176.4 $2,097.7 


The weighted average rate of return used in determining the actuarial 
present value of accumulated plan benefits shown above was 8.5% in 
1985 and 8.25% in 1984. 

The pension plans of subsidiaries outside the United States are not 
required to report to governmental agencies pursuant to ERISA, and 
the actuarial present value of accumulated benefits for these plans has not 
been determined in the manner calculated and shown above. The total of 
these plans’ pension funds and balance sheet accruals, less pension pre- 
payments and deferred charges, exceeded the actuarially computed value 
of vested benefits by approximately $785 million at December 31, 1985 
and $340 million at December 31, 1984. 

In addition to providing pension benefits, the Corporation and certain 
of its subsidiaries provide certain health care and life insurance benefits 
for retired employes. Substantially all of the Corporation’s employes, 
including employes in some foreign countries, may become eligible for 
those benefits if they reach normal retirement age while working for the 
Corporation. The Corporation recognizes the cost of providing those 
benefits by expensing the cost as incurred. The cost of such benefits 
amounted to $836.5 million in 1985 and $806.1 million in 1984. 
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NOTE 8. United States, Foreign and Other 
Income Taxes 


(Dollars in Millions) 1985 1984 1983 
Taxes estimated to be payable 
currently: 
United States Federal $1,465.4 Sil ESL $ 254.4 
Foreign 287.3 662.5 146.0 
State and local 147.9 140.1 126.0 
Total 1,900.6 1,954.3 526.4 
Taxes deferred—net: 
United States Federal (33867) 8.3 1,241.3 
Foreign bY. hen Ge WAI) D7 
State and local ( 4.6) B27 142.0 
Total (9933674) (13.022) 1,576.0 


Investment tax credits 
deferred—net: 


United States Federal A905 (el) 47.7 
Foreign al ( 3.9) 137. 
Total 66:1)" 9 2719.0) 121.4 
Total taxes $1,630.3 $1,805.1 $2,223.8 


Investment tax credits entering into the determination of taxes estimated 
to be payable currently amounted to $427.6 million in 1985, $311.6 million 
in 1984 and $406.2 million in 1983. 

The deferred taxes (credit) for tuming differences consisted principally 
of the following: 1985—$269.0 million for depreciation, ($608.1) million 
for sales and product allowances and $125.1 million for pollution control 
bonds; 1984—$762.6 million for benefit plans expense, ($305.5) million 
for sales and product allowances, $387.6 million for vehicle instalment 
sales, ($240.3) million for interest, ($125.1) million for pollution control 
bonds and ($435.7) million for the domestic international sales cor- 
poration (DISC); and 1983—$519.2 million for benefit plans expense, 
($438.0) million for sales and product allowances, $379.5 million for 
vehicle instalment sales and $707.5 million for depreciation. 

Income before income taxes included the following components: 


(Dollars in Millions) 1985 1984 1983 
Domestic income $3,690.5 $4,513.6 $4,387.6 
Foreign income 930.8 990.7 583.9 

Total $4,621.3 $5,504.3 $4,971.5 


The consolidated income tax was different than the amount computed 
at the United States statutory income tax rate for the reasons set forth 
in the table below. 


(Dollars in Millions) 1985 1984 1983 
Expected tax at US. 


statutory income tax rate $2,125.8 S2B2.0 $2,286.9 
Investment tax credits 

amortized (es 61>) (eS 0/6) eS 4-) 
Foreign tax rate differential ( 7.2) 135.9 43.9 
State and local income taxes 774 93.0 144.7 
Deferred income tax reversal 

on the DISC = ( 421.3) — 
Taxes on undistributed 

earnings of subsidiaries = (¢ 1122) 54.4 
Research and development 

credit (> 147.0) 08 973.5) 8.0) 
Other adjustments ( Se) (ile) BS) 


Consolidated income tax $1,630.3 $1,805.1 $2,223.8 


NOTE 9. Earnings Per Share Attributable to and 
Dividends on Common Stocks 


Earnings per share attributable to common stocks have been determined 
based on the relative nights of $1-2/3 par value common, Class E common 
and Class H common stocks to participate in dividends. The effect on 
earnings per share resulting from the assumed exercise of outstanding 
options and delivery of bonus awards and contingent credits is not 
material. 

Dividends on the $1-2/3 par value common stock are to be declared out 
of the earnings of GM and its subsidiaries, excluding the Available 
Separate Consolidated Net Income of EDS and GMHE. 

In connection with the authorization of the Class H common stock 
issued in the acquisition of Hughes, the stockholders of the Corporation 
approved certain amendments to the General Motors Certificate of Incor- 
poration to redefine the earnings available for payment of dividends on 
Class E common stock. As a result of the amendment, earnings attribut- 
able to Class E common stock are determined and reported on a basis 
consistent with the earnings that the GM Board of Directors had pre- 
viously treated as available for payment of dividends on that class. Because 
the amendment was retroactive to the date that the Class E common shares 
were first issued, previously reported earnings and earnings per share 
attributable to common stocks have been restated. The amendment had the 
effect of increasing earnings per share attributable to $1-2/3 par value 
common stock by $0.27 per share in 1985 and $0.05 per share in 1984. 

Dividends on the Class E common stock are to be declared out of the 
Available Separate Consolidated Net Income of EDS earned since the 
acquisition of EDS by GM. The Available Separate Consolidated Net 
Income of EDS is determined quarterly and is equal to the separate 
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consolidated net income of EDS, excluding the effects of purchase 
accounting adjustments arising from the acquisition of EDS, multiplied 
by a fraction, the numerator of which is the weighted average number of 
shares of Class E common stock outstanding during the period and the 
denominator of which is currently 121.9 million shares. 

Dividends on the Class H common stock are to be declared out of the 
Available Separate Consolidated Net Income of GMHE earned after 
December 31, 1985, the date the Hughes acquisition was made effective. 
The Available Separate Consolidated Net Income of GMHE will be deter- 
mined quarterly and will be equal to the separate consolidated net income 
of GMHE, excluding the effects of purchase accounting adjustments 
arising from the acquisition of Hughes, multiplied by a fraction, the 
numerator of which is the weighted average number of shares of Class H 
common stock outstanding during the period and the denominator of 
which initially will be 200 million shares. 

The denominators used in determining the Available Separate Con- 
solidated Net Income of EDS and GMHE will be adjusted as deemed 
appropnate by the Board of Directors to reflect subdivisions or combinations 
of the Class E common and Class H common stocks and to reflect certain 
transfers of capital to or from EDS and GMHE. 

Dividends may be paid on common stocks only when, as and if 
declared by the Board of Directors in its sole discretion. The Board’s 
policy with respect to $1-2/3 par value common stock is to distribute 
from current earnings such amounts as the outlook and the indicated 
capital needs of the business permit. The current policy of the Board of 
Directors with respect to the Class E common and Class H common 
stocks is to pay cash dividends approximately equal to 25% of the Available 
Separate Consolidated Net Income of EDS and GMHE, respectively, for 
the prior year. 


NOTE 10. General Motors Acceptance Corporation and Subsidiaries 


Condensed Consolidated Balance Sheet (Dollars in Millions) 


Cash and investments in securities 


Finance receivables—net (including GM and affiliates—$300.0 in 1985 and 1984) 


Other assets 
Total Assets 
Short-term debt 


Accounts payable and other liabilities (including GM and affiliates—$4,038.7 and $3,868.5) 


Long-term debt 
Stockholder’s equity 


Total Liabilities and Stockholder’s Equity 
Condensed Statement of Consolidated Income (Dollars in Millions) 
Gross Revenue 


Interest and discount 
Other expenses 


Total Expenses 


Net Income 


1985 1984 
S27 877 $ 2,100.1 
66,025.7 50,051.5 
6,634.8 2,291.5 
§75,448.2 $54,443.1 
$42,642.9 $27,629.5 
8,548.0 6,931.4 
19,110.5 15,715.5 
5,146.8 4,166.7 
$75,448.2 $54,443.1 

1985 1984 1983 
$9,755.8 $8,098.6 $7,391.1 
5,121.8 4,772.4 4,099.1 
3,613.0 2,541.4 2,290.0 
8,734.8 7313.8 6,389.1 
$1,021.0 § 784.8 $1,002.0 


Interest is paid to General Motors on settlements of wholesale financing of product sales which are made beyond transit time. 
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NOTE 11. Real Estate, Plants and Equipment 


and Accumulated Depreciation 


(Dollars in Millions) 1985 1984 
Real estate, plants and equipment 
(Note 13): 
Land Seen $ 414.9 
Land improvements 1,297.8 1,170.0 
Leasehold improvements—less 
amortization 79.4 Sey, 
Buildings 9,545.6 8,162.6 
Machinery and equipment 29,580.9 26,269.9 
Furniture and office equipment 1,407.8 752.5 
Satellites and related facilities 270.0 — 
Capitalized leases 968.0 814.6 
Construction in progress 3,518.4 109 
Total $47,267.1 $39,354.1 
Accumulated depreciation: 
Land improvements S i799 $ 665.5 
Buildings 4,453.6 4120.3 
Machinery and equipment 18,149.5 16,207.9 
Furniture and office equipment 479.4 289.8 
Capitalized leases 482.6 366.3 
Total $24,325.0 $21,649.8 


Gross property increased in 1985 by $1,478.1 million as a result of foreign 
currency translation adjustments. Net book value increased $509.5 million 
because of such adjustments. 


' NOTE 12. Accrued Liabilities and Deferred Income 


Taxes 
(Dollars in Millions) 1985 1984 
Taxes, other than income taxes a) iL 15 ys533 $ 990.0 
Payrolls 23535) 1,764.3 
Employe benefits SHAloAl 630.4 
Dealer and customer allowances, 
claims, discounts, etc. 4,659.7 3,896.7 
Other, including deferred income taxes 3,335.4 1,706.8 
Total $12,078.0 $8,988.2 
NOTE 13. Long-Term Debt 
(Dollars in Millions) Interest Rate Maturity 1985 1984 
GM: 
US. dollars: 
Notes 10.00 % $ — $ 50:0 
Notes 12.20 1987-88 150.0 200.0 
Notes 10.00 1991 250.0 250.0 
Debentures 8.625 2005 102.4 102.4 
Other 4.76 1987-2001 57.8 69.1 
Other currencies 7A1 1987 21.9 WW 
Consolidated subsidiaries: 
US. dollars 9.77 1987-2011 987.1 960.6 
Spanish pesetas 12.58 1987-91 629.1 527.8 
German marks 6.27 1987-96 70.9 143.5 
Austrian schillings 5.90 1987-89 84.1 17.6 
Other currencies Various 1987-95 241.3 182.6 
Total 2594.6 25213 
Less unamortized discount 
(principally on 10% notes due 1991) 94.4 103.9 
Total $2,500.2 $2,417.4 
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At year-end 1985, the Corporation and its consolidated subsidiaries had 
unused short-term credit lines of approximately $2.6 billion and unused 
long-term credit agreements of approximately $1.5 billion. Long-term 
debt at December 31, 1985 and 1984 included approximately $702 mil- 
lion and $624 million, respectively, of short-term obligations which 
are intended to be renewed or refinanced under long-term credit agree- 
ments. Long-term debt (including current portion) bore interest at a 
weighted average rate of approximately 12.5% at December 31, 1985 and 
12.3% at December 31, 1984. 

In 1981, the Corporation and a subsidiary arranged a private financ- 
ing of $500 million in 10% notes due 1991. The difference between the 
10% stated interest rate and the 14.7% effective rate reflects the discount 
which is being amortized over the lives of the notes. An option to acquire 
certain real estate in 1991 was also granted. The option holder may deliver 
the notes in payment for the real estate. 

Under the sinking fund provisions of the trust indenture for the Cor- 
poration’s 878% Debentures due 2005, the Corporation 1s to make annual 
sinking fund payments of $3.0 million in 2002 and $11.8 million in each 
of the years 2003 and 2004. 

Maturities of long-term debt in the years 1986 through 1990 are (in 
millions) $446.9 (included in loans payable at December 31, 1985), $540.5, 
$421.1, $228.4 and $152.7. Loans payable at December 31, 1984 included 
the current portion of long-term debt in the amount of $735.5 million. 


NOTE 14. Stockholders Equity 


The preferred stock is subject to redemption at the option of the Board 
of Directors on any dividend date on not less than thirty days’ notice at 
the redemption prices stated in the table on the next page plus accrued 
dividends. 

Holders of $1-2/3 par value common stock, Class E common stock and 
Class H common stock are entitled to one, one-quarter and one-half vote 
per share, respectively, on all matters submitted to the stockholders for a 
vote. The liquidation nghts of common stockholders are based on per share 
liquidation units of the various classes and are subject to certain adjust- 
ments if outstanding common stock is subdivided, by stock split or other- 
wise, or if shares of one class of common stock are issued as a dividend to 
holders of another class of common stock. At December 31, 1985, each 
share of $1-2/3 par value common, Class E common and Class H com- 
mon stock was entitled to a liquidation unit of approximately one, one- 
quarter and one-half, respectively. 

After December 31, 1994 or December 31, 1995, the Board of Directors 
may exchange $1-2/3 par value common stock for Class E common 
stock or for Class H common stock, respectively, if the Board has declared 
and paid certain minimum cash dividends during each of the five years 
preceding the exchange. If GM should sell, liquidate, or otherwise dispose 
of EDS or Hughes (or substantially all of the other business of GMHE), 
the Corporation will be required to exchange $1-2/3 par value common 
stock for Class E common or Class H common stock, respectively. In the 
event of any exchange, the Class E common or Class H common 
stockholders will receive $1-2/3 par value common stock having a market 
value at the time of the exchange equal to 120% of the market value of 
the Class E common or Class H common stock exchanged. 

The Certificate of Incorporation provides that no cash dividends may 
be paid on the $1-2/3 par value common stock, Class E common stock, 
Class H common stock or any series of preference stock so long as 
current assets (excluding prepaid expenses) in excess of current liabilities 
of the Corporation are less than $75 per share of outstanding preferred 
stock. Such current assets (with inventories calculated on the FIFO basis) 
in excess of current liabilities were greater than $75 in respect of each 
share of outstanding preferred stock at December 31, 1985 and 1984. 

The equity of the Corporation and its consolidated subsidiaries in the 
accumulated net income or loss, since acquisition, of associates has been 
included in net income retained for use in the business. 

At December 31, 1985, consolidated net income retained for use in 
the business attributable to $1-2/3 par value common and Class E com- 
mon stocks was $22,510.7 million and $95.9 million, respectively. 

(continued) 
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(Dollars in Millions Except Per Share Amounts) 1985 1984 1983 


Capital Stock: 


Preferred Stock, without par value, cumulative dividends (authorized, 6,000,000 shares): 
$5.00 series, stated value $100 per share, redeemable at Corporation option at $120 per share: 


Outstanding at beginning of the year (1,698,294 shares in 1985 and 1,835,644 in 1984 and 1983) $ 169.8 $ 183.6 $ 183.6 
Reacquired on the open market (5,000 shares in 1985 and 137,350 in 1984) ( 5) (13:8) = 
a a a a a re ee a ES i ew ee EN ees Oy ee 
Outstanding at end of the year (1,693,294 shares in 1985, 1,698,294 in 1984 and 1,835,644 in 1983) 169.3 169.8 183.6 
a a a a en) oo Dal hE a eee Be fae ee a OY Te eee 
$3.75 series, stated value $100 per share, redeemable at Corporation option at $100 per share: 
Outstanding at beginning of the year (858,000 shares in 1985 and 1,000,000 in 1984 and 1983) 85.8 100.0 100.0 
Reacquired on the open market (43,900 shares in 1985 and 142,000 in 1984) ( 4.4) (14.2) = 
Outstanding at end of the year (814,100 shares in 1985, 858,000 in 1984 and 1,000,000 in 1983) 81.4 85.8 100.0 


Preference Stock, $0.10 par value (authorized, 100,000,000 shares in 1984), no shares issued — — = 


Common Stock, $1-2/3 par value (authorized, 1,000,000,000 shares): 
Issued at beginning of the year (317,504,133 shares in 1985, 315,711,299 in 1984 and 312,363,657 in 1983) 529.2 526.2 520.6 
Newly issued stock used for bonus deliveries, sold under provisions of the Stock Option Plans, 
Employe Stock Ownership Plans, Savings-Stock Purchase Programs and the Dividend 
Reinvestment Plan (1,349,182 shares in 1985, 1,792,834 in 1984 and 3,029,593 in 1983) and 


exchanged for long-term debt (318,049 shares in 1983) DD) 3.0 5.6 
Issued at end of the year (318,853,315 shares in 1985, 317,504,133 in 1984 and 315,711,299 in 1983) 531.4 5292. 526.2 
Class E Common Stock, $0.10 par value (authorized, 190,000,000 shares in 1984): 
Issued at beginning of the year (29,082,382 shares in 1985) 2S) _ - 
Issued as a public offering (3,125,000 shares) 3 — = 
Two-for-one stock split in the form of a 100% stock dividend (31,742,670 shares) Bw _ — 
Reacquired on the open market (651,804 shares) ( a) _ - 
Issued in the acquisition of EDS in 1984 (11,371,268 shares) -- 1.1 - 
Issued in conjunction with the EDS 1977 and 1984 Stock Incentive Plans (2,928,889 shares in 1985 
and 2,270,160 in 1984) (Note 4) 3 2 — 
Issued to $1-2/3 par value common stockholders as a dividend (15,440,954 shares in 1984) = 1.6 — 
Issued at end of the year (66,227,137 shares in 1985 and 29,082,382 in 1984) 6.6 2.9 = 
Class H Common Stock, $0.10 par value (authorized, 600,000,000 shares in 1985): 
Issued in the acquisition of Hughes in 1985 (50,000,000 shares) 5.0 ~ — 
Issued to $1-2/3 par value common stockholders as a dividend (15,495,316 shares) 1.6 — — 
Issued at end of the year (65,495,316 shares in 1985) 6.6 — _ 
Total capital stock at end of the year 195.3 787.7 809.8 
Capital Surplus (principally additional paid-in capital): 
Balance at beginning of the year 3,347.8 2,136.8 1,930.4 
Stated value in excess of repurchase price of preferred stock reacquired in open market transactions OS) 16.2 — 


Proceeds in excess of par value of newly issued $1-2/3 par value common stock used for bonus 
deliveries, sold under provisions of the Stock Option Plans, Employe Stock Ownership Plans, 
Savings-Stock Purchase Programs and the Dividend Reinvestment Plan and, in 1983, 


exchanged for long-term debt 90.7 109.7 206.4 

Amounts in excess of par value of Class E common stock: 
Issued as a public offering iIS)3}.3} _ = 
Two-for-one stock split in the form of a 100% stock dividend ( Be) — — 
Repurchase price in excess of par value of stocks reacquired in open market transactions ( 125.8) — - 
Issued in the acquisition of EDS - 499.2 = 
Issued in conjunction with EDS employe stock plans 34.7 8 _ 
Issued as a dividend - 585.1 = 

Amounts in excess of par value of Class H common stock: 
Issued in the acquisition of Hughes 2,556.9 — = 
Issued as a dividend 570.5 = = 
Balance at end of the year $6,667.8 $3,347.8 $2,136.8 
(continued) 
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(Dollars in Millions Except Per Share Amounts) 1985 1984 1983 
Net Income Retained for Use in the Business: 
Balance at beginning of the year $20,796.6 $18,390.5 $15,552.5 
Net income 3,999.0 4,516.5 87302 
Total 24,795.6 22,907.0 19,282.7 
Dividend of one Class E common share for each 20 shares of $1-2/3 par value common outstanding — 586.7 = 
Dividend of one Class H common share for each 20 shares of $1-2/3 par value common outstanding SDA - 
Cash dividends: 
Preferred stock, $5.00 series, $5.00 per share 8.4 8.9 72 
Preferred stock, $3.75 series, $3.75 per share 3) 3.6 By 
$1-2/3 par value common stock, $5.00 per share in 1985, $4.75 in 1984 and $2.80 in 1983 1,581.2 1,497.5 8793 
Class E common stock, $0.195 per share in 1985 and $0.045 in 1984 (post-split basis) 12.4 12 — 
Cash payments in lieu of fractional shares of common stock issued as a dividend: 
Class E common — IS — 
Class H common 7 _ — 
Total cash dividends 1,616.9 S237 892.2 
Balance at end of the year 22,606.6 20,796.6 18,390.5 
Accumulated Foreign Currency Translation and Other Adjustments: 
Balance at beginning of the year: 
Accumulated foreign currency translation adjustments ( 789.5) ( 661.8) ( 668.0) 
Net unrealized gains on marketable equity securities TAT. 91.3 68.1 
Changes during the year: 
Accumulated foreign currency translation adjustments 114.5 (eee) 6.2 
Net unrealized gains (losses) on marketable equity securities 58.3 ( 19.6) D332) 
Balance at end of the year (Sx) A) SAS) 
Total Stockholders’ Equity $29,524.7 $24,214.3 $20,766.6 


NOTE 15. Segment Reporting 


General Motors is a highly vertically-integrated business operating pri- 
marily in a single industry consisting of the manufacture, assembly and 
sale of automobiles, trucks and related parts and accessories classified as 
automotive products. Because of the high degree of integration, sub- 
stantial interdivisional and intercompany transfers of materials and 
services are made. 

Substantially all of General Motors’ products are marketed through 
retail dealers and through distributors and jobbers in the United States 
and Canada and through distributors and dealers overseas. To assist 
in the merchandising of General Motors’ products, GMAC and its sub- 


sidiaries offer financial services and certain types of automobile insur- 
ance to dealers and customers. 

Net sales and revenues, net income (loss), total and net assets and 
average number of employes in the U.S. and in locations outside the U.S. 
for 1985, 1984 and 1983 are summarized below. Net income (loss) is after 
provisions for deferred income taxes applicable to that portion of the 
undistributed earnings not deemed to be permanently invested, less avail- 
able tax credits and deductions, and appropriate consolidating adjust- 
ments for the geographic areas set forth below. Interarea sales and revenues 
are made at negotuated selling prices. 


1985 United States Canada Europe Latin America _ All Other Total* 
Net Sales and Revenues: (Dollars in Millions) 
Outside $80,204.7 Se 283en $7,671.6 $1,841.9 $1,369.8 $96,371.7 
Interarea 8,893.8 8,494.6 322.8 55) 483.7 = 
Total net sales and revenues $89,098.5 $13,778.3 $7,994.4 $2,837.4 $1,853.5 $96,371.7 
Net Income (Loss) $ 3,624.3 $ 473.7 Gy SZ ih $ 308.3 » Oal $ 3,999.0 
Total Assets $50,796.0 $ 2,920.1 $5,960.6 $3,054.2 $1,634.6 $63,832.8 
Net Assets $26,710.0 $ 1,906.4 ($ 765.7) $1,327.8 ty See $29,524.7 
Average Number of Employes (in thousands) 561 44 125 59 a2 811 
“After elimination of interarea transactions. (continued) 
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1984 United States Canada Europe Latin America All Other Total’ 
Net Sales and Revenues: (Dollars in Millions) 
Outside $69,355.6 $ 4,411.6 $6,735.7 $1,642.0 $1,745.0 $83,889.9 
Interarea VDSS) 8,170.0 242.2 823.6 401.7 a 
Total net sales and revenues $76,632.1 $12,581.6 $6,977.9 $2,465.6 $2,146.7 $83,889.9 
Net Income (Loss) $ 3,872.0 S Keep GS @Sntnib) $ 94.4 $ 61.5 $ 4,516.5 
Total Assets $41,692.7 $92,833) $4,425.7 $2,874.0 $ 932.0 $52,144.9 
Net Assets $22,149.7 $ 1,628.9 ($ 439.2) $1,016.7 $ 41.7 $24,214.3 
Average Number of Employes (in thousands) 511 41 122 49 25 748 
1983 
Net Sales: 
Outside $59,668.7 $ 3,866.4 $7,761.7 $1,742.7 $1,542.1 $74,581.6 
Interarea 6,493.4 7,366.0 208.6 65381 295.4 = 
Total net sales $66,162.1 $11,232.4 S7Z9703 $2,395.8 $1,837.5 $74,581.6 
Net Income (Loss) $ 3,469.0 $ 5923 ($ 228.3) ($15.0) ($91.1) $ 3,730.2 
Total Assets $34,670.4 $2385 pros) il $2,834.3 $ 813.9 $45,694.5 
Net Assets $18,749.3 oy ISB Y28) ($ 120.5) $ 919.6 $ 8.9 $20,766.6 
Average Number of Employes (in thousands) 463 39 123 41 25 691 


*After elimination of interarea transactions. 


NOTE 16. Profit Sharing Plans 


Profit Sharing Plans were established, effective January 1, 1983, under 
which eligible United States hourly and salaried employes will share 
in the success of the Corporation’s U.S. operations. Under the Plans’ 
provisions, 10% of profits, as defined, will be shared when the Corporation’s 
U.S. income before income taxes plus equity in U.S. earnings of non- 
consolidated subsidiaries (principally GMAC) exceeds 10% of the net 
worth of U.S. operations plus 5% of the difference between total assets 
of U.S. operations and net worth of U.S. operations. Amounts appli- 
cable to subsidiaries incorporated in the U.S. that are operating outside 


of the U.S., as well as amounts applicable to associates, are excluded 
from the calculation. Ten percent of the profits in excess of the mini- 
mum annual return, less a diversion for the Guaranteed Income Stream 
Benefit Program and Income Protection Plan and that portion of profit 
sharing allocable to non-participating employes, will be distributed to 
eligible U.S. employes by March 31 following the year earned. The accrual 
for profit sharing was $180.3 million in 1985, $281.9 million in 1984 and 
$322.2 million in 1983. The calculation of the profit sharing accrual for 
1985 is shown below. 


(Dollars in Millions) 1985 
January 1, December 31, 

Minimum Annual Return 1985 1985 Average 

Total Assets in the U.S. $41,692.7 $50,796.0 

Deduct assets of excluded subsidiaries and associates 2,018.5 6,368.2 

Total Assets of U.S. operations as defined in the Plans $39,674.2 $44.427.8 $42,051.0 

Net Assets in the U.S. $22,149.7 $26,710.0 

Deduct net assets of excluded subsidiaries and associates 1,609.3 3,263.8 

Net Worth of U.S. operations as defined in the Plans $20,540.4 $23,446.2 21,993.33 X 10% = $2,199.3 

Other assets of U.S. operations $20,057.7 X 5% = 1,002.9 

Minimum Annual Return as defined in the Plans $3,202.2 
(continued) 


37 


NOTES TO FINANCIAL STATEMENTS cconctude@ 


(Dollars in Millions) 1985 
Profits as Defined in the Plans 


Net Income in the U.S. 
Add (Deduct): Net income of excluded subsidiaries and associates (GaeA5 3) 


Income taxes of U.S. operations WARTS. 
Provision for the General Motors Incentive Program applicable to U.S. operations 239.0 
Profit sharing accrual 180.3 
Profits as defined in the Plans $5,273.4 
Profit Sharing Accrual 
Profits as defined in the Plans $5,273.4 
Deduct Minimum Annual Return as defined in the Plans BMD 
Profits in excess of Minimum Annual Return $2,071.2 X 10% = SAI 
Deduct: 
Diversion for Guaranteed Income Stream Benefit Program and Income Protection Plan $ 20.1 
Portion of profit sharing allocable to non-participating employes 6.7 26.8 
Profit Sharing Accrual $ 180.3 


NOTE 17 Contingent Liabilities 


There are serious potential liabilities under government regulations pertain- 
ing primarily to environmental, fuel economy and safety matters, but the 
ultimate liability under these regulations is not expected to have a material 
adverse effect on the Corporation’s consolidated financial position. There 
are also various claims and pending actions against the Corporation and 
its subsidiaries with respect to commercial matters, including warranties 
and product liability, civil rights, antitrust, patent matters, taxes and other 


ACCOUNTANTS’ REPORT 


Deloitte 
Haskins: Sells 
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matters arising out of the conduct of the business. Certain of these actions 
purport to be class actions, seeking damages in very large amounts. The 
amounts of liability on these claims and actions at December 31, 1985 
were not determinable but, in the opinion of the management, the ultimate 
liability resulting should not have a material adverse effect on the 
Corporation's consolidated financial position. 
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We have examined the Consolidated Balance Sheet of General Motors Corporation and consolidated subsidiaries as of December 31, 
1985 and 1984 and the related Statements of Consolidated Income and Changes in Consolidated Financial Position for each of the 
three years in the period ended December 31, 1985. Our examinations were made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 

In our opinion, these financial statements present fairly the financial position of the companies at December 31, 1985 and 1984 
and the results of their operations and the changes in their financial position for each of the three years in the period ended 


December 31, 1985, in conformity with generally accepted accounting principles applied on a consistent basis. 
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_ SUPPLEMENTARY INFORMATION 


Selected Quarterly Data 


(Dollars in Millions Except eee ewes 185 Quarters ee 1984 Quarters 
Per Share Amounts) 1st 2nd 3rd 4th 1st 2nd 3rd 4th 
Net sales and revenues $24,182.5 $25,056.9  $22,491.7 $24,640.6 $22,886.4  $21,583.3 $18,542.6  $20,877.6 
Operating income (loss) 5293; 1,467.8 ( 20.9) 1,238.2 2,424.7 1,546.8 306.9 421.6 
Income before income taxes 1,632.2 1,664.4 74.8 1,249.9 2,487.4 1,786.5 526.0 704.4 
United States, foreign and other 
income taxes (credit) 781.8 US) | 172.4) 304.4 1,097.5 384.7 Pai ifetes 45.1 
Income after income taxes 850.4 947.9 247.2 945.5 1,389.9 1,401.8 248.2 659.3 
Equity in earnings of nonconsolidated 
subsidiaries and associates MINS 211.4 269.3 306.0 224.1 207.0 168.6 217.6 
Net income EO 77, iL IS33)3} 516.5 E2185) 1,614.0 1,608.8 416.8 876.9 
Dividends on preferred stocks ie] jae) 3.0 2.8 22 Si 3p 3.0 
Earnings on common stocks > 1,068.8" $ 1,1564° $ 5135 $°1.248.7 $ 1,610.8 $ 16056 $ 413.7 $ 873.9 
Earnings attributable to: 
$1-2/3 par value common stock Seb 048.65 $2 1132 8S e485 les 22171 $ 1,610.8 $ 16056 $ 413.7 $ 868.2 
Class E common stock 
(issued in 1984) Se 2 e306 ee 84 ee eS 16 - _ = $ 57, 
Average number of shares of common 
stocks outstanding (in millions): 
$1-2/3 par value common 316.2 316.4 316.4 316.3 Bile 3155) SilS).3) 315.3 
Class E common (issued in 1984)* 64.7 67.8 66.7 67.0 — _~ — 363 
Number of shares of Class H common 
outstanding (issued in December 1985) = = = 65.5 = = = = 
Earnings per share attributable to: 
$1-2/3 par value common stock” $3.32 $3.58 $1.53 $3.85 $5.11 $5.09 $1.31 $2.76 
Class E common stock 
(issued in 1984)* $0.32 $0.35 $0.43 $0.47 — — — $0.16 
Cash dividends per share of common 
stocks: 
$1-2/3 par value common $1.25 $1.25 GSI 25) $1.25 $1.00 $1.25 $1.25 $1.25 
Class E common (issued in 1984)* $0.045 $0.05 $0.05 $0.05 = = = $0.045 
Stock price range: 
$1-2/3 par value common*** 
High $85.00 $75.13 $73.88 VA) $80.50 $68.25 $80.25 $82.75 
Low $72.50 $66.00 $65.75 $64.25 $62.63 $61.00 $64.25 $73.38 
Class E common (issued in 1984)**** 
High* $36.00 $42.00 $46.50 $43.63 = = = $21.25 
Low* $20.63 $29.75 $35.00 $32.88 _ = = $16.50 
Class H common (issued in 1985)***** 
High _ — = $50.00 - — — — 
Low = “ = $38.00 = a = ss 


Earnings and earnings per share attributable to common stocks have been restated to reflect the Class E common stock amendment approved by the stockholders 
in December 1985. Previously reported earnings and earnings per share, respectively, attributable to common stocks for the first three quarters of 1985 and the fourth 
quarter of 1984, respectively, were as follows (in millions and in dollars): $1-2/3 par value common stock—$1,030.8 [$3.26], $1,113.9 [$3.52], $461.6 [$1.46] and $855.2 
[$2.71]; Class E common stock—$38.0 [$0.63], $42.5 [$0.67], $51.9 [$0.78] and $18.7 [$1.03]. 

“Adjusted to reflect the two-for-one stock split in the form of a 100% stock dividend distributed on June 10, 1985. 

“Includes favorable (unfavorable) effects on earnings per share of: foreign exchange/translation activity [1985: first quarter—($0.18), second quarter—($0.23), third 
quarter—$0.38, fourth quarter—$0.28; 1984: first quarter—$0.24, second quarter—($0.23), third quarter—($0.45), fourth quarter $0.24] and an adjustment of income 
taxes of $1.34 in the 1984 second quarter reflecting a change in the provisions covering domestic international sales corporations (DISC) in accordance with the Deficit 
Reduction Act of 1984. 

***The principal market is the New York Stock Exchange and prices are based on the Composite Tape. $1-2/3 par value common stock is also listed on the Midwest, Pacific 
and Philadelphia stock exchanges. As of December 31, 1985, there were 914,905 holders of record of $1-2/3 par value common stock. 

“The principal market is the New York Stock Exchange and prices are based on the Composite Tape. As of December 31, 1985, there were 482,345 holders of record of 

Class E common stock. Market prices were on a “when issued” basis prior to December 12, 1984. 
*****The principal market is the New York Stock Exchange and prices are based on the Composite Tape. As of December 31, 1985, there were 592,345 holders of record of 

Class H common stock. Market prices were on a “when issued” basis prior to December 31, 1985. 
The effective income tax rates and credit for the 1985 quarters reflect the favorable impact of U.S. investment tax credits. The effective income tax rate for 
the 1984 second quarter reflects the $421.3 million reversal of deferred income taxes related to DISC legislation; the rate for the third quarter reflects 
losses at overseas subsidiaries where no applicable tax credits were available; and the rate for the fourth quarter reflects higher investment tax credits due 
to increased capital expenditures and the effect of foreign tax credits on dividends declared by subsidiaries, applied to lower pretax era dj 
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Selected Financial Data 


(Dollars in Millions Except Per Share Amounts) 1985 1984 1983 1982 1981 
Net sales and revenues $96,371.7 $83,889.9 $74,581.6 $60,025.6 $62,698.5 
Earnings attributable to $1-2/3 par value common stock $ 3,883.6 $ 4,498.3 SS Shyla} $ 949.8 Sao 20> 
Cash dividends on $1-2/3 par value common stock ILSSAS 1,510.0 879.3 B73 717.6 
Dividend of Class E common shares — 586.7 — — - 
Dividend of Class H common shares SDI — — — — 
Net income (loss) retained in the year $ 1,718.6 $ 2,401.6 $ 2,838.0 65 DilPLS) ($ 397.1) 
Earnings per share attributable to $1-2/3 par value common stock $12.28 $14.27 $11.84 $3.09 $1.07 
Cash dividends per share of $1-2/3 par value common stock 5.00 4.75 2.80 2.40 2.40 
Per share dividend of Class E common shares - 1.90 - - - 
Per share dividend of Class H common shares 1.94 — _ — = 
Net income (loss) per share retained in the year $ 5.34 Sur $ 9.04 $0.69 ($1.33) 
Earnings attributable to Class E common stock (issued in 1984) $ 103.8 $ a — - - 
Cash dividends on Class E common stock (issued in 1984) 12.4 ie) — — ~ 
Net income retained in the year Sel $ 4.5 = = = 
Earnings per share attributable to Class E common stock* $1.57 $0.16 = = — 
Cash dividends per share of Class E common stock* 0.195 0.045 = = — 
Net income per share retained in the year* $1.375 $0.115 - - = 
Average number of shares of common stocks outstanding (in millions): 

$1-2/3 par value common 316.3 Biles Sule) 307.4 299.1 

Class E common (issued in 1984)* 66.5 36.3 = = = 
Cash dividends on capital stocks as a percent of net income 40.4% 33.7% 23.9% 77.9% 219.1% 
Expenditures for real estate, plants and equipment $3047) eos $ 1,923.0 So Gileleall $ 6,563.3 
Expenditures for special tools $ 3,075.0 $ 2,452.1 $ 2,083.7 $ 2,601.0 $ 3,178.1 
Cash and marketable securities $ 5,114.4 $ 8,567.4 $ 6,216.9 NS) SIAR? $ 1,320.7 
Working capital S 8575 $ 6,276.7 $ 5,890.8 $ 1,658.1 $ 1,158.8 
Total assets $63,832.8 $52,144.9 $45,694.5 $41,397.8 $38,979.0 
Long-term debt and capitalized leases $ 2,867.2 8 DWTS $ 3,521.8 $ 4,745.1 $ 4,044.0 


Earnings and earnings per share attributable to common stocks have been restated to reflect the Class E common stock amendment approved by the stockholders in 


December 1985. 


Financial data for years prior to 1983 have not been restated for the adoption of Statement of Financial Accounting Standards No. 52, Foreign Currency Translation. 
“Adjusted to reflect the two-for-one stock split in the form of a 100% stock dividend distributed on June 10, 1985. 


“Includes $1,948.7 million of net property acquired in Hughes acquisition. 


The accompanying Schedule displays the basic historical cost financial 
data adjusted for changes in specific prices (current cost) for use in the 
evaluation of comparative financial results. 

The current cost of inventories was estimated based on costs in effect 
at December 31, 1985. Cost of sales for inventories maintained on a 
first-in, first-out basis was restated to a current cost basis using the 
specific level of prices at the time the goods were sold. 

The current cost of property owned and the related depreciation and 
amortization expense for U.S. operations were calculated by applying 
(1) selected producer price indices to historical book values of machinery 
and equipment and (2) the Marshall Valuation Service index to buildings, 
and the use of assessed values for land. For locations outside the United 
States, such amounts were calculated generally by applying indices closely 
related to the assets being measured and translating the resulting amounts 
using year-end foreign currency exchange rates. Depreciation and 
amortization were calculated on a straight-line basis. 

The purpose of this type of restatement is to furnish estimates of the 


EFFECTS OF INFLATION ON FINANCIAL DATA 


effects of price increases for replacement of inventories and property 
on the potential future net income of the business and thus assess the 
probability of future cash flows. A more meaningful estimate of the 
effects of such costs on future earnings is the estimated level of future 
capital expenditures which is set forth on page 16 in the Financial 
Review: Management’s Discussion and Analysis. 

Under the current cost method, the net income of General Motors is 
lower (or the net loss is higher) than that determined under the historical 
cost method. This means that businesses, as well as individuals, are 
affected by inflation and that the purchasing power of business dollars 
also has declined. In addition, the costs of maintaining the productive 
capacity, as reflected in the current cost data (and estimate of future 
capital expenditures), have increased, and thus management must seek 
ways to cope with the effects of inflation through accounting methods 
such as the LIFO method of inventory valuation, which matches current 
costs with current revenues, and through accelerated methods of depre- 
ciation and amortization. 


Selected Data Adjusted for Effects of Changing Prices 


(Dollars in Millions Except Per Share Amounts) 


Historical data adjusted for changes in specific prices (current cost)": 1985 1984 1983 1982 1981 


Net Sales and Revenues $96,371.7 $86,883.1 $80,530.1 $66,898.1 $74,161.0 
Cost of sales 81,717.8 P2777 3 65,613.7 57,859.0 65,544.2 
Depreciation and amortization of property 6,577.1 5,177.8 5,817.6 5,504.6 6,150.8 
Other operating and nonoperating items—net 3,226.6 2,537.9 3,011.7 3,584.5 3,426.4 
United States and other income taxes 1,630.3 1,869.5 2,401.2 (Asli) IS) 


Total costs and expenses BM oeS, 82,362.5 76,844.2 66,667.0 74,975.8 


Net Income (Loss) B) SWAG S: $ 4,520.6 $ 3,685.9 ZBL il ($ 814.8) 


Earnings (Loss) per share attributable to $1-2/3 par value common stock $9.82 $14.32 $11.74 $0.75 ($2.72) 
Earnings per share attributable to Class E common stock (issued in 1984) $1.57 $0.17 - _ ~ 


Cash dividends per share of $1-2/3 par value common stock $5.00 $4.92 $3.02 $2.67 $2.84 
Cash dividends per share of Class E common stock (issued in 1984) $0.195 $0.047 _ - - 
Net assets at year-end $39,780.9 $25,078.3 $22,422.9 $20,380.8 $20,960.9 


Accumulated foreign currency translation adjustments $ 118.9 ($166.7) ($ 418.4) — = 


Unrealized gain from decline in purchasing power of dollars of net 


amounts owed 8 ws} $ 162.8 $ 278.6 $ 420.6 SS WINES) 


Excess of increase in general price level over increase in specific prices 


of inventories and property $ 465.6** SS 1083).7 SS PS § 2S $ 1,994.5 


Market price per $1-2/3 par value common share at year-end $70.38 $81.18 $80.31 $69.52 $45.54 
Market price per Class E common share at year-end (issued in 1984) $40.88 $43.89 


Market price per Class H common share at year-end (issued in 1985) $38.25 ~ — ~ - 
Average Consumer Price Index B22 Syl ili 298.4 289.1 272.4 


“Data have been adjusted to 1985 dollars. 
**At December 31, 1985, current cost of inventories was $10,456.6 million and current cost of property (including special tools), net of accumulated depreciation and 
amortization, was $32,722.4 million. 


41 


BOARD OF DIRECTORS 


ANNE L. ARMSTRONG 
Chairman, President's 
Foreign Intelligence 
Advisory Board 
Director—9 Years 


Dona.p J. ATwoop 
Executive Vice President, Power 
Products and Components 
Groups and President, GM 
Hughes Electronics Corporation 
Service—26 Years 

Director—2 Years 


CATHERINE B. CLEARY 
Former Chairman of the Board, 
First Wisconsin Trust 
Company 

(Trust Services) 

Director—13 Years 


ALEXANDER A. CUNNINGHAM” 
Executive Vice President, 

North American 

Automotive Operations 
Service—38 Years 

Director—2 Years 


JAMEs H. Evans 

Former Chairman of the Board, 
Union Pacific Corporation 
(Transportation, Energy, 

and Natural Resources) 
Director—6 Years 


WALTER A. FALLON 

Former Chairman of the Board, 
Eastman Kodak Company 
(Photographic Equipment, 
Chemicals, and Fibers) 
Director—13 Years 


Cuar_es T. FIsHER, III 
Chairman and President, 
NBD Bancorp Inc. 
(Banking) 

Director—14 Years 


Marvin L. GOLDBERGER 
President, California 
Institute of Technology 
(Education) 

Director—5 Years 


Rosert S. HATFIELD 
Former Chairman of the Board, 
The Continental Group, Inc. 


(Packaging Products) 
Director—12 Years 


RayMonpD H. HERzocG 

Former Chairman of the Board, 
Minnesota Mining and 
Manufacturing Company 
(Household and 

Industrial Products) 
Director—8 Years 


Joun J. HoRAN 

Vice Chairman of the Board, 
Merck & Co., Inc. 

(Health Products) 
Director—6 Years 


Howarp H. Kewnre 
Vice Chairman, 
Board of Directors 
Service—38 Years 
Director—11 Years 


FE. James McDONALD 
President and Chief 
Operating Officer 
Service—45 Years 
Director—11 Years 


W. EARLE McLAUGHLIN 
Former Chairman of the Board, 
The Royal Bank of Canada 
Banking) 

Director—19 Years 


Tuomas A. Murpuy 
Former Chairman, 
Board of Directors 
Director—14 Years 


Ross PEROT 
Chairman of the Board, 
Electronic Data 
Systems Corporation 
Director—1 Year 


EDMUND T. Pratt, Jr. 
Chairman of the Board, 
Pfizer Inc. 

(Pharmaceutical Products, 
Cosmetics, and Chemicals) 
Director—9 Years 


Lioyp E. Reuss 
Executive Vice President 
North American Passenger 
Car Groups 

Service—28 Years 
Joined Board 

February 3, 1986 


JOHN G. SMALE 

President and Chief Executive 
The Procter & Gamble Company 
(Household and Industrial 
Products) 

Director—4 Years 


FE. ALAN SMITH 
Executive Vice President, 
Finance 

Service—30 Years 
Director—5 Years 


Rocer B. SMITH 
Chairman, Board of Directors 
and Chief Executive Officer 
Service—37 Years 
Director—11 Years 


RoBErtT C. STEMPEL 
Executive Vice President 
Truck & Bus Group and 
Overseas Group 
Service—28 Years 
Joined Board 
February 3, 1986 


LEON H. SULLIVAN 

Pastor, Zion Baptist Church 
of Philadelphia 
Director—15 Years 


CHARLES H. TowNEs 
Professor, University of 
California 

(Physics) 

Director—12 Years 


THomMAS H. WyMAN 
Chairman of the Board, 
CBS Inc. 

(Television, Radio, and 
Other Media) 

Joined Board 

May 24, 1985 


COMMITTEES OF THE BOARD 


THE FINANCE COMMITTEE includes both employe 
and non-employe Directors and is responsible for the 
determination of financial policies and the management 
of financial affairs including matters such as capital re- 


quirements and dividend recommendations to the 
Board. 


RoceEr B. SMITH E. James McDoNaALpD 
Chairman Tuomas A. MurpHy 
WALTER A. FALLON EDMUND T. Pratt, Jr. 
CuHar es T. FisHer, II] JoHn G. SMALE 
Rosert S. HATFIELD F. ALAN SMITH 


Howarp H. Kewryu 


THE EXECUTIVE COMMITTEE is composed entire- 
ly of employe Directors and is responsible for deter- 
mining operating policies, including product plans and 
the need for capital expenditures. 
K James McDONALD 
Chairman 
Dona tp J. Arwoop 
ALEXANDER A. 
CUNNINGHAM* 


Howarp H. KEHRxL 
Lioyp E. Reuss 

F. ALAN SMITH 
RoceEr B. SmitH 
Rosert C. STEMPEL 


THE AUDIT COMMITTEE, composed entirely of non- 
employe Directors, selects the independent public 
accountants annually in advance of the Annual Meeting 
of Stockholders and submits the selection for ratifica- 
tion at the Meeting. In addition, the Committee reviews 
the scope and results of the audits, the accounting 
principles being applied, the effectiveness of the internal 
controls, and, in its oversight role, assures that manage- 
ment fulfills its responsibilities in the preparation of 
the financial statements. 


W. EARLE McLAUGHLIN Marvin L. GOLDBERGER 
Chairman JouN J. HORAN 

ANNE L. ARMSTRONG LEON H. SULLIVAN 

JAMEs H. Evans CHARLES H. TowNES 


THE NOMINATING COMMITTEE, composed entire- 
ly of non-employe Directors, conducts continuing 
studies of the size and composition of the Board of 
Directors and recommends candidates for membership. 


Rosert S. HATFIELD WALTER A. FALLON 
Chairman CHARLES T. FISHER, III 

CATHERINE B. CLEARY JOHN J. HORAN 

James H. Evans 


*Member of the Board of Directors and Executive Committee until February 1, 1986 
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THE INCENTIVE & COMPENSATION COMMITTEE, 
composed entirely of non-employe Directors, reviews 
executive compensation plans and benefit programs 
and determines compensation of Corporate officers 
and other members of the management group. 


Rosert S. HATFIELD 
RayMonp H. Herzoc 
ANNE L. ARMSTRONG THOMAS A. MuRPHY 
JAMEs H. Evans EDMUND T. Pratr, Jr. 
CHARLES T. FisHER, II] JoHN G. SMALE 


WALTER A. FALLON 
Chairman 


THE PUBLIC POLICY COMMITTEE, composed en- 
tirely of non-employe Directors, inquires into every 
phase of Corporate activities that relate to public policy 
and makes appropriate recommendations to manage- 
ment or the full Board. 


CATHERINE B. CLEARY Ross PEROT 
Chairman LEON H. SULLIVAN 
Marvin L. GOLDBERGER CHARLES H. TOWNES 

Joun J. HoRAN Tuomas H. WYMAN 


EXECUTIVE 
COMMITTEE 


DONALD J. ATWOOD 
Executive Vice President 


VICE PRESIDENTS AND 
GROUP EXECUTIVES 


EpwarD P. CzApor 
Quality and Reliability and 
Service Parts Operations Group 


Joun D. DEBBINK 
Power Products Group 


Joun R. EDMAN 
Finance Group 


WILLrAM E. HocLunpt 
Buick, Oldsmobile, Cadillac 
Group 


ELMER W. JOHNSON 
Operating Staffs Group and 
General Counsel 


CHARLES KaTKo 
Truck & Bus Group 


ALEX C. Mair 
Technical Staffs Group 


E. MicHAEL MuTCHLERT 
Electrical Components Group 


Rosert J. ScHuttzt 
Chevrolet, Pontiac, GM 
of Canada Group 


W. BLarrR THOMPSON 
Mechanical Components 
Group 


ROGER B. SMITH 
Chairman and Chief 
Executive Officer 


ALEXANDER A. CUNNINGHAM* 
Executive Vice President 


JAMES FE. WaTERS, Jr. 
Overseas Group 


Marina v.N. WHITMAN 
Public Affairs Staffs Group and 
Chief Economist 


VICE PRESIDENTS 


Betsy ANCKER-JOHNSON 
Environmental Activities Staff 


JOHN E BEck 
International Export Sales 


FERDINAND P. J. BEICKLER 
President 

General Motors Europe - 
Passenger Cars 


CHARLES J. BRADY 
Current Engineering and 
Manufacturing Services Staff 


BARTON BROWN 
Asian and African Operations 


Rosert D. BurGER 
General Manager 
Chevrolet Motor Division 


Davin D. CAMPBELL 
Group Director - Operations 
Chevrolet, Pontiac, GM 

of Canada Group 


CHARLES S. CHAPMAN 
Managing Director 
General Motors-Holden’s 
Limited 


“Effective February 1, 1986, on disability leave of absence 


F JAMES McDONALD 
President and Chief 
Operating Officer 


LLOYD E. REUSST 
Executive Vice President 


Patrick J. COLETTA 
Group Director 
Truck & Bus Operations 


Gary W. DICKINSON 

Group Director - Engineering 
Chevrolet, Pontiac, GM of 
Canada Group 


Rospert A. DoRSHIMER 
Group Director - Engineering 
Buick, Oldsmobile, Cadillac 
Group 


Rosert J. EATON 
Advanced Engineering Staff 


Rosert A. FRoscH 
Research Laboratories 


JoHN O. GRETTENBERGER 
General Manager 
Cadillac Motor Car Division 


Dona.p E. HackwortH 
General Manager 
Buick Motor Division 


EuGENE L. Hartwic 
Associate General Counsel 


Peter K. HOGLUND 
General Manager 


Electro-Motive Division 


JAMES D. JOHNSTON 
Industry-Government 
Relations 


HOWARD H. KEHRL 
Vice Chairman 


F ALAN SMITH 
Executive Vice President 


Lupvik F. Koc1 
General Manager 
Detroit Diesel Allison Division 


WILLIAM W. LANE 
General Manager 
Oldsmobile Division 


RIcHARD G. LEFAUVEt 
President 
Saturn Corporation 


J. MICHAEL LosH 
General Manager 
Pontiac Motor Division 


WILLIAM P MacKINNON 
Personnel Administration and 
Development Staff 


Joun P. McCorMAck 

Latin American and South 
ats } 

African Operations 


Joun W. McNutty 
Public Relations Staff 


Rosert T. O’CONNELL 
Marketing and Product 
Planning Staff 


Dona p A. Pats 
Materials Management Staff 


GErEorGE A. PEAPPLEST 
President 

and General Manager 
General Motors of 
Canada Limited 


TEffective February 3, 1986 


ROBERT C. STEMPELt 
Executive Vice President 


IRvIN W. RyBIcKI 
Design Staff 


Joun F. Smirtu, Jr.t 
Executive Vice President - 
Operations and Engineering 
General Motors Europe - 
Passenger Cars 


Rosert B. STONE 
Managing Director 
General Motors de Mexico, 
S.A. de C.V. 


CLIFFORD J. VAUGHAN 
Managing Director 
General Motors do Brasil S.A. 


JAMES G. VORHES 
Customer Sales 
and Service Staff 


ALFRED S. WARREN, JR. 
Industrial Relations Staff 


Pau H. ZALECKI 
Associate General Counsel 


STAFF OFFICERS 


LEON J. KRAIN 
Treasurer 


JoHn E. RHAME 
Comptroller 


DIANE L. Kaye 
Secretary 
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The Annual Meeting of Stockholders _ Principal Offices Stock Transfer Offices 
will be held at 9:00 a.m. on Friday, General Motors Corporation | Morgan Guaranty Trust Company National Trust Company Limited 
May 23, 1986 in Detroit, Michigan. (a Delaware Corporation) of New York 1350 Sherbrooke Street, West 

3044 West Grand Boulevard 30 West Broadway Montreal, Quebec H3G 1J1, Canada 


It is expected that proxy material 


il Wekeen ee etccltioldes Detroit, Michigan 48202 New York, New York 10015 
beginning about April 18, 1986, 767 Fifth Avenue National Trust Company Limited 

at which time proxies for use New York, New York 10153 21 King Street, East 

at this Meeting will be requested. Toronto, Ontario M5C 1B3, Canada 


to stockholders: 


Tape Recording of 1985 


S.E.C. Form 10-K 1986 Public Interest Report 


Stockholders may obtain a copy of GM's 16th successive annual GM Annual Report 

the General Motors Corporation accounting of its programs, progress, A cassette tape recording of major 

Annual Report to the Securities and goals in various areas of public portions of the 1985 Annual Report 

and Exchange Commission on Form interest will be available in a booklet, will be available after April 1, 1986 

10-K after April 1, 1986. “1986 General Motors Public at no charge for distribution to 
Interest Report? about May 1, 1986. handicapped persons. 


Requests specifying the materials desired should be sent to: 
General Motors Corporation, Room 11-229, General Motors Building 
44 3044 West Grand Boulevard, Detroit, Michigan 48202 (313-556-2044) 


BEDFORD ASTRAMAX 
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